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DIRECTOR'S PREFACE 


The author of this book is well known for his comprehensive 
historical and analytical study, The Socialized Agriculture of the 
USSR : Plans and Performance . It is now widely regarded as 
indispensable to students of the Soviet Union, especially of its 
economic development. That book focused upon a particular, 
though a vital, segment of the economy. 

Its author almost inevitably was drawn into an extension of 
his studies so as to probe more deeply into the nonagricultural 
sectors. Sound and scholarly work in this wider field had ob¬ 
viously Income so important to the Western world that the Insti¬ 
tute, despite it* general concentration on problems of food and 
agriculture, felt under obligation to facilitate the work. 

Thi * esNtv, The Sonet Economy during the Plan Era . is the 
first of three which embodv the result* of the author's researches 
in the wider field. Two other* are in pre*s: The Soviet Price 
System and Sot irt Price* of Producers' Goods. Vi e are satisfied 
that the tnlog\ will rank with tin* author'* earlier study of so¬ 
cialized Sot iel api iculture as a major contribution to understand¬ 
ing of the evolution of the socialized Soviet economy. 

Grateful acknowledgment is made to the Rockefeller Founda¬ 
tion for grants of fund* that made possible the preparation and 
publication of these works. The Foundation is in no way re¬ 
sponsible for the treatment or even for the choice of subjects. 
In accordance with the standard practice of the Food Research 
Institute, the final rc*pon*ibilitv for the studies, in general and 
in detail, rests with the author himself. 

Mekiull K. Bennett 

Stanford. Caiooknu 
July 25, 1951 
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THE SOVIET ECONOMY 
DURING THE PLAN ERA 




CHAPTER I 


INTRODUCTION 


The results of successive Five-Year Plans in the Soviet Union 
since the first was launched in 1928 would find their most sum¬ 
mary expression in statistics of Soviet national income, if those 
statistics were available in such form that their validity could 
be accepted as they are not. The broad purpose of this study is 
to reach estimates of Soviet national income, and of its major 
components, covering 1928-48 or selected important years in 
those two decades, of sufficient validity to yield a reasonably trust¬ 
worthy and reasonably comprehensive picture of the results of 
Soviet Plans. While the study was begun before 1948, it was ex¬ 
tended to cover this year fully. Developments in 1949 could be 
only partially considered, while 1950 was given but passing 
attention. 

Keuders should be cautioned at the outset that the estimates 
set forth Ik* low cannot In 1 treated as if they were as nearly reliable 
as similar estimates current for the United States. It is hoped that 
rnoM estimates are acceptable as to order of magnitude; but, with 
the evidence as scarce, uncertain, and even deceiving as it is, 
inexactness and errors me inescapable. It will be seen that Soviet 
national income has been estimated, by independent approaches, 
from two jHiiiih of v iew: that of production and that of allocation. 
Certain discrepancies between the results will be apparent; but it 
was a surprise to the author that the concordance turned out to be 
as close as it is. 

Most of the findings presented here were released earlier. 
Significant changes have been made in important figures. New 
data have come to hand; some gaps have been filled and errors 
corrected as reworking of the materials proceeded. The author 
now l>elieves that margins of error have l>een substantially nar¬ 
rowed, though it is too much to expect that they have been elimi¬ 
nated. The job is too hig for one man with limited assistance. 

The present monograph leans heavily on the findings of two 
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other studies now in pi ess: The Sotiet Price System and -Soviet 
Prices of Producers' Goods. 

GENERAL DEVELOPMENTS 

The Fiv e-Year Plan* in the So\ let In ion Mere embarked upon 
in order to transform the l »K, with teirilic s|>ecd, fioin a pre¬ 
dominant!) agricultural into an industrial count!) on a socialist 
basis. When the aim of socialization was by and large reached, 
industrialization remained a* the outstanduigh important ami. 
As tune passed, tlie transformation of the l >>H into a hist-rate 
mihtar) power, interior to none, became an e\en more important 
target. At the outset of planning, great impiovemeuts ot the con¬ 
sumption levels of the population were also stressed as an aim, 
the planned socialized eeonoim ha\mg Iceen supposed to peimit 
the attainment of all llm^e goals m a grand style simultaneously. 
But the consumption level aim rapidly losi status, and soon came 
to reflect no more than hvpoc risy m N>vret planning. Indeed, the 
perfection of the Niviet planning system and its turn brotliers 
state operation of the means ot produc lion and an ull-embrac mg 
dictatorship permitted an ever increasing reduction even of the 
specific living-standard coaU. 

Although the industrial output of the l SS R has expanded, 
sin<e 1 ( )2B, nun h less than is otlu lulls ( burned, the aim of nidus 
trialuation \cas b\ and large reached. The output of producers' 
goods grew enormously. I he greatest growth occurred m the 
machine industry, large segments of which were indeed newly 
created. The operation of the transportation fac ilities expanded 
as mu< h industrial output I he s n\ iris also justly c bum great 
results with relerenc e to “defen-e/' as is manifested by their pos¬ 
session of the atomic bomb. 1 he c nnsideiablr expansion ni indus¬ 
try and transportation was accompanied by a great deal of new 
construction. 

Not eyerything m the picture, however, was rosy. Collectiv¬ 
ization of some 20 million peasant households in the early thir¬ 
ties, and the great sacrifice* in life and freedom connected with it, 
failed to bring about a substantial expansion of agricultural out¬ 
put. Although mechanization was widely introduced in industry 
and transport, the savings in lalior proved much smaller than ex¬ 
pected. Specifically in agriculture, a moderate decline in the 
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total number of workers (10-15 percent) during the prewar 
years of the Plan era could have been attained only by a great 
increase in the numl>er of hours worked per person per year; 
there may not have been any increase at all in output per man per 
hour, and the possibility is not excluded that there was actually 
a decline. 

The industrialisation of the country was necessarily accom¬ 
panied by more than a doubling of the urban population, which 
normally has considerably higher consumption levels. Under 
these conditions, the failure of the collectivization of peasant 
farming to bring about a great enlargement of output would have 
sufficed to prevent any improvement in consumption of food and 
some other goods made from farm products and would have 
even brought about a substantial decline. Additionally, with pri¬ 
ority given to the huge new in\cements, grossly inadequate means 
were left available fot construction of housing, for the output of 
those consume! h' goods for which raw materials might otherwise 
have been available, for passenger transportation, and so on. 
And when it was ofhcialK perceived that all this was tolerable, it 
became the polio t*> allocate to the population even les* of these 
goods and services than could well have b**en supplied. Consump¬ 
tion levels of the urban and rural population, taken separately, 
not onlv failed to increase greatlv a-< was promised, but fell lielow r 
the pm ollectiv i/ation level even in the 1 >eM year of the Plan era. 

>ueh developments are well known from the press, from visi¬ 
tor to the l >>K, and otherwise. But the statistical presentation, 
which poses great difficulties, wa* never made with sufficient 
thoroughness to preclude the penetration of faked Soviet data, 
showing great increases in living standards, into professional 
lileialurr. Strange as it may seem in view of the abundant non- 
statistical evidence on the low consumption levels, a sort of unre¬ 
solved coni rovers v exists on the subject. The writer is not too 
hopeful of putting an end to it. 1 

The difficulties of statistical analysis arise in part from the 
fart that, because of great changes in the economic setup and 
important accompanying circumstances, even correct indexes of 

* Mlhoufth tnmriur ium» are »prni i»n rr*r*Tfh on the Sonet rrooome in thw ooumnr, 
no reliable indexes of price* of cwnnumciV good* and of In mg roua in ihc l SSR have yet 
boon rompmod Thr *nier Irll impelled to undertake ihr job. men without aufficiem help 
to do it a* thoroughly aa would be needed. 
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national income and of industrial production are poor yardsticks 
for measuring changes in the Soviet economy during the Plan era. 
They are, however, the only generalized yardsticks, and therefore 
they must be used at least as a starting point. Far greater dif¬ 
ficulties are caused by the distorting nature of Soviet statistics. 
To do away with the official exaggerations and distortions is one 
of the main purposes of this and the other two studies mentioned 
on pages 3-4. 

One misunderstanding must lie cleared away before turning 
to the analysis proper. All too frequently it is assumed that those 
who do not accept Soviet statistic* underestimate Soviet attain¬ 
ments, and, more recently, that they underestimate the Soviet 
threat. This may he true of some, but not of the present writer. 
He is afraid of the Bolshev iki. He considers them a menace not to 
be underrated as long as they are able to channel perhaps half of 
the national income into new investment, armed forces, and esjie- 
ciallv atomic-bomb development, even though such channeling 
implies extremely low r consumption lei els for the population. In¬ 
deed, if the Soviet data on the changes in industrial output in 
physical terms can be trusted I and thrie is too little evident e to 
distrust them), so large a rate of industrial expansion i* indicated 
for the most recent postwar years that there certainly is ground 
for serious concern. 

Evaluation of the Soviet power -hould nevertheless be based 
on facts rather than on fairy tales. More than half of the period 
1928-48 was taken up by the war against the peasants, by World 
War II, and by rehabilitation of the destruction wrought bv these 
wars. If the alleged 7.3-fold increase in industrial output and 
the alleged roughly 6-fold increase in national income during 
those battle-rich decade** had even l>een approached, if they were 
anything but fairy' tales, the world would look quite different 
from what it is now. The Soviet dictatorship, if any, would be 
mild. There would be no iron curtain. On the contrary, every¬ 
body would he invited to come and see for himself the Soviet 
“happy, well-to-do life” which certainly would have been at¬ 
tained, in spite of the greatest imaginable rate of industrial expan¬ 
sion and the maintenance of a huge military force armed to the 
teeth. Such expansion would indeed have been so tremendous an 
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achievement of the socialized planned economy that there might 
not have been any capitalism left in the world. 

Capitalism is still here, and the “happy, well-to-do life” of 
the Soviet population can be admired only through the ever thick¬ 
ening curtain. Nevertheless, the official indexes of accomplish¬ 
ment are produced and reproduced outside the curtain. This 
only shows that, while with reference to physics and techniques 
the world is already in the Atomic Age, in research on the Soviet 
economy it is still in its infancy. 

TIIF. OFFICIAL STATISTICS 

The official (stated directly or implied) Soviet indexes of 
industrial output ami national income during the Plan era are as 
follows l in billion rubles at so-called “unchangeable 1926-27 
prices”) for selected years since 1928: 


lndiitlnal National 

Year output income 

1928 . 21 -H 25.0 

19.47 . <*5.5 %.3 

19U) . 137.5 (138.5i* 125.5 (128.0)“ 

l<m. 1 f)3.0 144.0 

W50 . 235.0* 205.0* 


The b-wrr f.fure* are she .ng.ital givrn n N A V ornrwrnsk.ii '• report on the 1941 
Plan '> thr Wllfih Ml l n. (.onfermre of ihr (,PM ill) (M^wuiw paper*. Feb 19, 1941); 
ihr & pjrrttihrw* are p<.*iwar fr»iM> n» The rraw-n* i<»r ihr reunion* wfjre nrw 

They must have l*fen at Jcjnt argr.S dur t< diflrrrmr* in lrrnit*rv red 
N 4 DuUamn tn In* orati <n on the .V1 i mn,irtur\ of the October resolution (Mowvcm 
pa}w*rs, Not 7 . 19j*i) crapha* ird that gross industrial output rtcmtevi the prewar letri by 
rnt rr> 1h*- fun trn m mbs <>f 19.V 1 , and that mtiunal inu-me in J9.»0 would escred the 
pre. r irvrl !>•. more than bd pertmt Tbr data of the Onlrai Slalinual Office indicate crrn 
high ti^urrs 


Thr.se indexes are used by international organizations, as well 
as by many students of the Soviet economy in this country and 
abroad. Reproduction of the indexes, it is true, is mostly quali¬ 
fied by the reservation that the indexes had, may have had, have, 
or may have, an upward bias. Such qualifications are obviously 
merely of the modifying, and definitely not of the refuting, type. 
One student expressed the belief that ‘‘this error materialized 
mainly in the prewar period, and probably for the most part in 
the period of the First Five Year Plan/' 2 Another thought that 

) Abrirn IVrrjt«ni>. “The Fourth Fur Ynr Plan: Heavy vmui Co«*um<jV Good* Id 
duatficft," Pflhncml Science Quarttrls, June 1947, LXII, 200. 
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the “bias . . . exaggerates rnainlv the industrial growth during 
the first and part of the second Five Year Plans. . . /’* A third, 
in discussing the 1028-10 period* conceded only that “it is pos¬ 
sible that the figures of [ industrialJ pnHlurtion expressed in 
rubles tend to .show a somewhat greater tempo of increase than 
would lie justified b\ the phonal mcieuse/’' All these writers, 
and the international organisations a» vs ell. base then ami Use* on 
the official indexes/ In tlie I ruted States* the olhual Soviet in¬ 
dexes occupv a particuhulv strong position, owing to the persist¬ 
ent assertion of a miml>er of well-known students in the held that 
the Soviet indexes aie not iulsified 01 manipulated. 

It is to Clark's great merit that he dismissed such offic ial 
Soviet statistic as unusable mine than a decade ago. According 
to his computations, the Soviet national mi nine me teased during 
the decade l l ^28 38 bv 31 percent/ rather than bv tlie standing 
official figure of 320 percent. According to Wvlcr, tin* second 
meritorious dissenter, Soviet national income expanded h\ 87.1 
percent during 1028 37, as against the official estimate of 2H1 
percent. Clark s methods of estimating are perhaps somewhat 
courageous, while \Avler published onlv the* results of hi- find¬ 
ings and, thus far, ha-* not provided the promised partn ulars of 
his analvsi^/ Both Clark’s and \\ v Irr’s analvM*s can well stand 
improvement. 

Aside from the present writei, Clark seems to Ice the onlv stu¬ 
dent who ever mentioned \\ v ler liefore wlnle Clark’s find¬ 

ings, though occasionallv mentioned, are neglec ted. Nobody has 
seized the opportumtv to correct and or supplement ( lark’s or 
WvlerN analvsi*. The* shoiti ornings of those analvses arc bv no 
means the main reason whv thev have l**en neglected. 

* P A Earan "National In<* mr *nd Prrwlo* l of chr l s s R m JV40 ” Rri^r* <»r f, 

Statisttn Noyemkn-r 19C WIN 22" 2R 

* \lrtand*r B*yko* Rullrttn * pn fronomtr fh**+t»ptnrnt (I ni**r«itT if iHrming 

ham. LfifcUnd) May 1919 I 9 f »«*n more rl^«rlr i« a appraisal • J S. nrl •(*(i*i a. % 

laid down in chr intro*torn, n to h % b*Kik "fSourt *uti«itnt] nn Hr uvil to anal*** th* 
economic prnfrwi an i ihr ro ooran nra'r'in of tho I s s r with the tamr ilr|-rrr of <onhilfn<r 
aa umilar aonrre* publifthi»d In olhrr r* unlnr* ‘ Thr Dctvlapmfnt vt the Spy irr franonur 
SvUem 4n F liar an the f tpenenre oi Ptanntng in the ( S s ff |( ambridgr I9J6), p *iv 

3 Data on world in d out rial production in \foniht)i HuUrhn n* Vufu/o i (I nurd Nation*, 
Lake Sure***), April 19$1 V, I 2 imply an tnrrra*r of mduatrul production by the 

UaUmic figure of 117 prrcrni (rum 1917 to 19 j0 

* Colin Clark. ''Raman Inroror and Pr<*du< lion Siatiniira," fttrnru at fianomte Stafnttri, 
November 1947. XXIX 2lh ( lark’* pnnripal mud* on thr aubjrrt wa* publish'd In 1919 
5f« A Crtnqur of Rutsutn Sradflic* Usmdon 1919) 

7 Jalitu Wyler, "Tbr National Income of Soviet Huma," Social Reurarrh, December 1946, 
XIII. 510 
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The present writer has long had reason to mistrust the Soviet 
statistics. Many statistics, expressed in values, he could only re¬ 
gard as a pack of lies. But he was by no means eager to accept 
Clark's estimate. It seemed simply unimaginable that official 
falsification could have reached such elephantine proportions. 
Clark's manner of handling the statistical data was also a restrain¬ 
ing factor. Yet after years of study the writer came to accept 
Clark's general position, if not his decimal points. Moreover, it 
turned out that Clark's and Wyler's computations are in fair 
agreement, the apparent difference being largely due to a differ¬ 
ence in procedure. Courageous as Clark’s analytical methods 
may 1 m*, they are unbiased (he accepts, for example, the exag¬ 
gerated official crop estimate*), anil errors tend to offset one an¬ 
other Nor docs W\lrr\ analv'i* show a bia*. Whatever errors 
are in their estimates, these authors followed the right path—the 
only possible path. They deserve the more appreciation because 
neither appear* to he familiar with the Russian language. 

TEH MIXOLOGY 

To rase fot the reader the task of following the subsequent 
unal\*is the \ariou* t\pes of prices and the two concepts of na¬ 
tional income dealt with below had best be lifted and explained. 

1. Current prices , or as they are frequently referred to in the 
rSSR. "prices of the respect it e years": Except in its first two 
year* ( 1929 and 19.10 I and the last year here considered < 1950). 
the Plan era wa* characterized by a strong and almost uninter¬ 
rupted monetary inflation, with w eighted prices in 1949 reaching 
a lewd perhap* 15-fold that at the start of the period. It is of 
great importance, furthermore, for appraisal of the values in cur¬ 
rent prices, that in 1948, for example, the prices of consumers’ 
good* were more than 25-fold those of 1926-27. Prices of pro¬ 
ducers’ goods, howcx cr, were little more than 3-fold this level, and 
e\en after a big IkmisI in 19*19 were still only 6.CMS.5 times as 
high as in 1926-27. Armaments, w hich belong among producers’ 
goods in Soviet terminology, were in 1948 relatively cheaper 
even than civilian producers' goods. Changes in railway freight 
rates paralleled those of the prices of producers' goods. The rise 
in wages—the price of lal>or—was intermediate between the in¬ 
creases in prices of producers* and consumers' goods. 
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It is therefore an erroneous, though a very common, proce¬ 
dure to consider one ruble equivalent to another ruble in apprais¬ 
ing new investments, expenditures on the armed forces, and all 
other sums in cut rent prices. The Economist, for example, in an¬ 
alyzing the 1948 state budget, said: 

Thus, the total national expenditure on school* i» still nearlt SO per rent higher 
than the expenditure on defence or than capital investment in the haute In¬ 
dustrie*, . . . The "cultural revolution” . »* still in full awing * 

To anticipate the presentation below, let it Ivc stated that at real 
192(>* 27 price*, total net investment and only the earmarked ex¬ 
penditure* on the armed force* amounted in 1918 to almut 27 
billion and 13-14 billion rubles* respectively, while the expendi- 
lure* on education were equivalent to, at most, 4 billion Mich 
ruble*, and mav, moreover, have included atomic lesearch. 

2. “f Exchangeable W26- 27 prices the prices ofliciallv lined 
in the l SSR for the indexes of industrial production, national in¬ 
come, and some cithern. These prices were onginalk the at Inal 
prices of ]92(>-27. Soon, however, the practice developed of 
plating high price* on new goods and new models of old goods, 
and nevertheless treating these enhanced pnecs aw '‘unchange¬ 
able 192f> 27 prices." “Phantom prices" is an appropriate des¬ 
ignation for them. 

3. Real 1020 27 prues in the l S‘S/f ■ These are ac tual prices 

of that vear with prices of new commodities and new niodeU of 
old commodities brought into line b\ the writer with those* of 
commodities and models which existed in 1 4 ► 27. 

4. American price\ in 1020-27 and 1 ( >U): Although not so 
specified, these are, of course, the ac tual prices of the icspective 
years. 

Two concepts of national inc ome have to l>e used m this studv : 

1. The Sox irt concept of national mromr, which includes onlv 
the net output and exchange of and in commodities, thus consist¬ 
ing of the contributions from agriculture, mdustrv, construction, 
freight transportation, communications so far a* they serve husi- 
es>s t and trade including catering. All other services are disre¬ 
garded, allegedly in compliance with Marxian theory. 

2. The usual non-Souet concept of national income , which 

• The Economic (London), f rb II.19U p 268 
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include* also nonmaterial services; this concept is the one used 
also in the United States. 

In poor countries like the USSR, national income according 
to the non-Soviet concept is only moderately, say about 10 per¬ 
cent, larger than national income computed according to the 
Soviet concept. In the United States the difference is far greater. 

Aside from the difference noted, the term “national income/ 7 
as used in the USSR, corresponds to “national income at market 
cost” or to “net national product” as this term is used in the 
United States.* 

Of interest in connection with the discussion of national in¬ 
come is a recent change in die Soviet term for national income. 
Probably from the time when this concept had been introduced in 
Russia, the term for it, literally translated, was people's income, 
apparently from the German lolksrinkommen. The word “na¬ 
tional” had in Russia more or less the meaning of “nationalist” 
and was nlwavs treated with suspicion by liberals. The 1948 edi¬ 
tion of the official reference hook on economic statistics still used 
the old term. Vet recently, as if h> magic, the Soviet term be¬ 
came national, not prop/c’*, income. The change, obligatory to 
oervbodv, was apparently announced through underground 
< funnels or the iw* of the new term in the report of the Central 
Statistical Oflice, 5 published in Moscow papers on January 18, 
1950, nerved an such an announcement. The word “people” 
M*cnin to ha\e become not quite palatable to Soviet officialdom. 

CROC KlU’RK 

National income m not onlv developed according to an un¬ 
usual concept in the USSR, but it is also computed differently, 
from the production end. I»v estimating the pross outputs of each 

Pis |>rpi Comm . lorieno/ Income and /Vodurr S;a/itnri of the l ruled States, 
/92V 4* Vunn of ( untnt flut^nen, ^upfdrmrnt, JuK 1917. pp 8 12 SimpU “national 
ino.mr." *» itii* Irrm » u*ed in the l riled Suir*. »* "nnu nil iitnimp at factor cmi," 
»h ( rh fliffrf* from “net national product" in lhal the latter include* indirect tiara 

io ( ‘•SR t.4*plan. lentral ( tflirr i«| National Fconornu Accounting. Dictionary Handbook 
on SiYtuti f ronomjc Slalithci l2d ed , Mowrow, 1948), p 82 

it Thr (xniral Statistical Officr of the I SSR wa§ reorganised aocral nmn during the 
Plan era, with or without a change in the name The greatest rroigmi&aiion occurred about 
19.10. when ihr organiKilion known tn abbreviated form i» TaSt disappeared Thi» organua 
mm ia iranalaled into English a« ( entral Siatialtcal Board In the writer lor to ntimrroua 
•urtotnri the word “office'* rather than “board" » u*ed a» pari of the Dame, although in 
Ruaaian il ta alway* nprerVenje The writer withe* he could u*e different names lor the pro- 
19 H) Ootplan and the Goaplan of lairr Tran It certainly remained the same organisation w 
name »nh, >ei many do not diacnnunite between them 
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economic sector, deducting from these the outlays including de¬ 
preciation, and adding up the bulant es. The national income thus 
computed in the TSSR corresponds to net national product, or 
national income at market cost, of this country, ('.lark and VtMer 
made their computations on the basis of the international rather 
than the Soviet concept of national income, and expressed their 
findings in international units (Clark) oi American 1910 price* 
(Wvler). While their procedures make it easier to compare 
Soviet data v%ith data for other countries, tliev tend to corneal the 
true extent ot manipulation m the othual >o\iet indexes, Berg¬ 
son determined die Soviet national gloss and net national pioduct 
and income in 19d7 both m umenl pines and in what he calls 
“adjusted rubles/' His procedure was the usual one from the 
allocation end. Bv omitting items which max not have been cov¬ 
ered bv the N)v tel \ one ept, Bergson finallv readied a figuie whnb 
is supposed to correspond to the >oviet concept of net national 
prochu t. * 

>mte the present writer considered it impoitant to establish 
the rate of exaggeration oi the utln nil national ini nine estimates, 
net national pmdin t was first determined ai c oidmg to the No irt 
concept and pioceduie, 1 r , limn the pmductmn end \\ illi the 
help ot more or le-s abitraiv adjustments, the estimate* oi net na¬ 
tional produt t iNjvirt i om ept l, thus determined, weic then 
raided to < ot respond to the \mein an c one ept Hit lour piimipal 
item- iri the allocation of the n*national piodmt, narnelv. net 
investment, imlitarv expenditure- private c onsiimptmn, and r\* 
penditurrs on educ atmn and health M*rv u es, weie estimated indr 
pendenllv. While una< < ounled-for allocation items, consisting 
almost r\< lu-ivelv of expenditures oi the state on administration 
le— wages, would not be ditlic ult to establish or estimate, tliev are 
too small to be worth the trouble 

The estimates expirssed in cut mil pines were then reduced 
to real 1926 27 prices, a* drsi nbed above Prices of 1920 27 
were chosen mamlv her a use thev wen* the starting point of the 
misleading "'unchangeable 1926-27 prices" Otherwise the 
1927-28 or 1928 prices, i.e.. those of the last preplan year, 

Xbram ft Sw*»irr National Inromr and Pnxiaft in 19P P«rV I National 

Rronomt'* A»o unr« in ( orrrni Hublr* and Part II Rublr Pnira and thi* Valuation Prob 
irm M Quarterly Journal of f » n»mi< i Way an \ Xu rum 19 >0 l XIV 206-41 406 41 
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would have been used. The defects of the 1926-27 price pattern 
are fully realized. (This pattern considerably exaggerates the 
share of net investment and military expenditures in the net na¬ 
tional product and, since the principal expansion during the Plan 
era was in these two items, the pattern also exaggerates the rate of 
increase in net national product over time.) 

Intelest nowadays seems to exist for comparisons of poten¬ 
tials of the USSR and the United States only after rubles are 
converted to dollars, even to dollars of the vintage of 1950. How¬ 
ever, conversion* to American dollar* are made here only for 
agricultural and industrial production and net investment, spe¬ 
cifically construction (sec the table on p. 17). There is much 
arbitrariness in\ol\ed in converting the value of private consump¬ 
tion to American dollars. The arbitrariness is even greater in a 
similar conversion of the value of servic es. A great underestimate 
would 1 m* involved, if the value of sen ices were appraised at what 
the goods and services consumed by those engaged in services in 
the USSR cost in that country. This procedure would obviously 
ignoie the advantage the USSR has from utilizing manpower in 
far greater numbers than the United States can afford to do. 
Then* is no obvious reason, in a computation of Soviet national 
income in dollar*, to appraise the work of a pin sirian at only, say, 
one-fifth of what he would cost in the United States, merely be¬ 
cause hi* artiv itir* arc confined to a eountrv with low wage*. But 
on the* other hand, it would seem incorrect to estimate services at 
the value* of similar services in the United States. The vast pro¬ 
paganda machine of the Communist Party alone would greatly 
boost Soviet national income so computed. Also, a man in the 
ranks >imply has less value in the USSR than in the United Stales, 
lxvause then* is so much less ammunition per man there. Further¬ 
more, such a method of appraising the Soviet national income 
would bring it about that a change-over from workers’ overalls to 
soldiers’ uniforms on a huge scale would lead to a great increase 
in national income. Due primarily to a tremendous difference in 
the wage levels, the economies of the two countries are vastly dif¬ 
ferent, and all these differences cannot be compressed into a 
simple formula permitting the expression, “The national income 
of the USSR is so many percent of that of the l nited States.” The 
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whole problem could probably be solved only in a highly arbi¬ 
trary way. 

As the last step, the estimates of nel national product deter¬ 
mined from the production and allocation ends in real 192(>~27 
prices are presented without any further adjustments (see chap¬ 
ter v t and especially the table on p. 85). 

* * * 

On completion of these calculations, the writer was urged by 
many of his friends to give them a figure for per capita national 
income in the I'SSR in some way comparable with a correspond¬ 
ing figure for the I'niled States. After much hesitation, lie esti¬ 
mated die per capita net national product in the l/niled States at 
3.5-fold that in the I’SSR in 1940 ami at dose to 4-fold in 1950 
—with sen ice- appraised at an arhitranlv chosen figure inter¬ 
mediate between what those sen ices cost in both countries. Hr 
realized that this estimate implied -omc 22.5 billion dollais of 
1950 value fur military expenditures in the I’SSH in 1950, and 
that this figure was being greatly exceeded in the I'niled Slates 
under plans for rearmament current early in 1951. He warned 
his friends not to lose sight of the fact that the Soviet l nion ran 
wage war on far fewer dollars than can the I'niled Slate-. 

ADDhMH'M 

More than dx months have elapsed since this r-sav vs as com¬ 
pleted. Further groping in material previously at hand and in 
fresh data led to some modifications in appraisal. But only two 
points need lie mentioned here. 

The taldes on pages 17 and 85, a* well n* Table I in the Ap¬ 
pendix, indirate that capital investments in 1918 weie in excess 
of 1940 and that construction was even more so. Together with 
the official claims on the increase in volume of capital investments 
in 1949 and 1950 (20 and 23 percent rcspcctivelv ), which seem 
to be acceptable, those data imply' that level- of capital invest¬ 
ments and construction in 1950 were 62 and 71 percent altove 
those of 1940. Doubt about the indexes used for computing the 
values for capital investment and construction in 1910 and 1918 
is expressed in the author’s Soi iet Prices of Producers Goods, 
which was finally revised shortly after completion of the present 
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may. Scant data on changes in output of building materials from 
1940 to 1950 were released in April 1951, in conjunction with 
conclusion of the 4th Five-Year Plan Period. These data make 
rather improbable the indicated high level of construction, and 
consequently of capital investment*, in 1950 and also 1948. If 
the revision of the respective estimates would not have involved 
too great costs, roughly the same amounts of capital investments 
and construction would have been assumed for 1948 as for 1940. 

A great numl*er of changes in estimates in the three essays 
had to l>e made in the process of work. But the estimates of total 
industrial output in 1943 and 1943 (60 and 70 percent respec¬ 
tively of 19*10) remain as they stood a couple of years ago. The 
reason is that industrial output of those years had consisted to 
a very large extent of armament**, and for these no reliable basis 
of estimate can be found. Yet, if the author were to estimate the 
1943 industrial output today, he would pul it at a lower figure 
than 70 percent of 1 9 10. The w riter leans, as a precaution, tow ard 
moderate overesiimation of factors favorable to the Sov iets. How¬ 
ever, overcstirnation of the 1943 output leads to underestimation 
of the rate of Mjle**quenl recovery, because the estimates for later 
vears, when the share of armaments in total industrial output de¬ 
clined greatlv, were subject to a much smaller magnitude of error. 
Here wc merely draw the attention of readers to the fact that the 
19output apjM*ars somewhat overestimated in this and the fol¬ 
lowing essays, and that consequently the rate of increase in sub¬ 
sequent years is somewhat underestimated. 



CHAPTER II 


SOI RCKS OF NATIONAL 1NCOMF 

Tlic overeslimation* in official Soviet data on gross output arc 
gradually being recognized. Hut less attention lias been paid to 
the (act that Soviet national income or the net output ha* lieen 
overestimated even more than the corresponding gross value. 

For sound reasons the League of Nations used to base its in¬ 
dexes of world industrial production on net, rather than on gross, 
production/ While the procedure wa* correct, it nevertheless led 
to even greater exaggeration of Soviet industrial production and 
of its share in the world total than would have lieen the case on the 
basis of gross production. Certain sectors of the national coonomv 
other than industry, however, surpass even this in the extent to 
which exaggerations of net values, or contributions to national in¬ 
come, exceed tho-e of gros* values. 

CROSS VU.I F.S 

Agriculture. —Weather conditions assumed normal, the in¬ 
crease in agricultural output from 1 ( >28 to 1937. me,muted in 
real price* of 1926-27. was equivalent to about 13 percent. The 
further expansion lietween 1037 and 1010 amounted to little 
more than was prnv ided from the 10K) output of the nrwlv added 
territories. Bv 1918, after a great drop during World W ar II, the 
enlarged territorv po-sihlv almost regained the 1037 output of 
the pre-1030 territory i see the table on p. 17 I, while the pie.J0.30 
territory taken alone had an agricultural output lower in 1948 
than in 1928. 2 The situation in 1930 is verv difficult to appraise, 
but the 1910 level of the territory in postwar boundaries is un¬ 
likely to have been regained. 

Industry .—Contrary to the opinions quoted above i pp. 7 -81, 
the upward bias of the “unchangeable I92f> 27 price#” boosted 

1 See, for fumpV. I^a^ur of Nihon*, tnduifr ml nation and Fotrifn Trad* (\C*r\*r*'*] 

1WS). 

4 largely ln^rt on Ninm Ja*ny, The Sr*nah:ed 4gruuhute of the f SStt (Food Re- 
ar«rcb Inatnuir, Stanford, 19W), Part V and r>ih*r» 
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the estimates of industrial output much more strongly during the 
peaceful years of the 3d Plan Period (1937-40) than during the 
1st and 2d Plan Periods (192&-32 and 1932-37); its effect be¬ 
came even greater during the war years. The increase in indus¬ 
trial output from 1928 to 1937 may be estimated at not quite 200 
percent, rather than at the official figure of 338 percent. The in¬ 
crease in the pre-1939 territory from 1937 to 1940 was equivalent 
to around 13 percent, rather than 44 percent—the official figure. 
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Thus the extent of the increase in industral output is exaggerated 
by 70 percent or more in 1928-37 and by nearly 200 percent in 
1937-40. After even greater exaggeration during the war years, 
in 1946-49 the postwar bias in the official indexes of industrial 
production seems to have l>een around 50 percent, less even than 
in 1928-37. 

Proofs of the overestimation of industrial production during 
the Plan era, and indications of the extent of the overestimates, 
are abundant so long as reseaieh does not consist merdv in point¬ 
ing out “impressive” or “spectacular* attainments. The topic 
will be discussed in The Sonet Price System, chapter v; here it 
suffices to summarize the findings. The Supplement to the 1911 
Plan, only recently available, supplies the basic evidence on the 
bias of “unchangeable 1920 27 prices/’* The wntn exjHvtrd 
that the Plan, not released for general circulation in the I’SSR, 
would contain industrial output not uulv in “unchangeable 1920 
27 prices”—mainly propaganda- but also in the current [ones 
relevant for practical purposes. The expectations weie borne out. 
As will l>e shown in Sonet Prues of Producers' Cowls, tax-free 
prices of industrial goods weighted by the output of state linlustrv 
were in 1910 some 230 percent higher than in 1926 27. If the 
“unchangeable 1926-27 prices” were am thing but deceitful, the 
industrial output as planned for 19H in curicnt prices less 
turnover taxes 4 would have exceeded the same output in “un¬ 
changeable 1926 27 prices” bv approximately the same per¬ 
centage. Nothing like this is the case. In spite of the intervening 
inflation, the value of marhinerv output a- planned for m 

current prices turned out to have been onlv a little higher than the 
bame output in “unchangeable 1926 27 prices.” The value of the 
output of electrical machinery in “unchangeable 1926 27 

* Stale C/an ©I Det+Uipmrnt ol Vqfiona/ fion my o* iKe t SSff f,,r }*>4I t 'uppirmenii 

to th* Order of $\K f SS/t and T*Kl KP t *» t V« 11? oi January I ' /'*!/- in< <Uir nr piarr 
ol publinmnn g./rn) . hrrrmift*T filed «• /W/ Clan Supplement C * 1 * ng l» the great im 
ponnnrr of thit rlornmeyii, n» brief hutixry m tbi» n unirv m*i !»*■ f The btrumrni 

mu first bured. prrbapt for *r*r«, in ©Rtnal hle« and mu •f«m[rrd mnfidrntial Tin- writer 
learned of ii« mtirnrr in ihu> munlr* from ih* Vrw- ) <»r4 7imn The Offur »if Inlelligrnr* 
Kewran h nf the | mted Stair* Slate Department refused r*rn in ra»*r the qur»ti»n with tbf 
com prim 1 auihofilr it to the potaibilitt uf my aeetng thr durument f tlunalely. u«i«linr« 
maid br found rianthrr« Hut I wit unable to are the 1 uhMr rhirumrm until m<*nlh* after it 
• ** oltunalrU fJeelaw bed 

* Vrtually only the latent pcrrtinn of turnoerr late, i« ruluded. ihr lam are left in, 
•o far a* they mated in 192ft 2 ? 
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prices” even exceeded that in current prices. It is relevant, more¬ 
over, that the evidence in the 1941 Plan , Supplement , clearly 
shows a considerable upward bias in the “unchangeable 1926- 
27 prices” not only with reference to machinery (this was certain 
earlier, though the writer expected less overestimation than ap¬ 
peared ), but also with reference to almost all other goods. 

For the year 1938 and the first half of 1939, data on the out¬ 
put of the Commissariats for Defense Industries in “unchangeable 
1926-27 prices” are a\ailable. Comparison of this output with 
the budgetary expenditure* on defense, expressed in current in¬ 
flated prices, shows a great amount of overestimation of the arma¬ 
ments output in terms of “unchangeable 1926-27 prices” in those 
yeais also. 

Since the “unchangeable 1926-27 prices” were actually ris¬ 
ing, outputs expressed in tho^e prices regularly showed much 
greater increases than the outputs in physical terms. Outputs of 
machinery valued in “unchangeable 1926-27 prices” persist¬ 
ently displayed increases several times greater than the increases 
in output of steel and coal in physical terms.* While a certain 
increase in the degree of steel fabrication did occur, at least part 
of it was olTset bv increased participation of different factories in 
the output of the same final goods, with each semifinished product, 
of course, appearing in the value of gross output of the machinery 
industry and of total gross industrial output. The principal 
reasons for the great disparity between the increases in values and 
in phv *ical terms weie, in any rase, first, that the output of goods 
es|>eeiall\ overvalued in “unchangeable 1926-27 prices” was in¬ 
creasing more rapidly than that of the remaining goods; and, 
second, that new, even more overpriced goods, and especially 
machines, were l>eing introduced during the periods involved. 

The targets of the first three Plans for the output of important 
industrial product and their fulfillment or lack of fulfillment, 
in physical terms, are shown in the table on page 20. The great 
shortfalls are quite al <xlds with the favorable picture shown by 
the data of the same Plans for the rate of fulfillment of the goals 

a i hr chart in "Inmcacin <*f Ruunn National In mine lndcira." Journal of 

P*Wniod fVnaoJvit. VufjuM 1Q17. IV, 111 From 1028 10 tQ.SO. nuipul of Moel in phytic*] 
irrm» im retard about Mold, mrial proermn# in "unrhanRrablr 1V2&-27 price*" more than 
£0 fold 



20 


THE SOVIET ECONOMY DVR!\C THE PUS ERA 


USSR: Targets and Fit fill went* ok the First Three Five-Year Plans: 

1>di htrial Goods* 

(/Vrrrnfugr incrtfaM’1 



Ui Plan IVi it*i 






- 


21 JMan IVnod 

-M Plan PrrKwt 


Taricrl 

f uStillmrnl 

Wi 

2 r 


19 r u> 


1 92; 28 t*» 

192' 2fl to 





It-m 

P>tt U 

1912 

T atari 

Kulhlimmt fatfirt Itilhllmroi 

Coal . 

... 112 

81 

137 

08 

r» 

30 

Crude oil 1 in- 







eludes ga* 1 

85 

HI 

110 

37 

30 

12 

\4 inw1 . , 

18 

20 

6 i 

38 

*18 

32 

F.lirtnoi) .. 

. . 336 

165 

181 

172 

53 

33 

Pig iron . . 

201 

KB 

lr*0 

1.41 

26 

3 5 

St^rl . . . 

1M) 

30 

1H8 

20*1 

2<> 

3 5 

Rolled s>ter 1 . 

ir. 

2*« 

20 2 

2n 2 

31 

0 8 

Timber. 

ir> 

100 

71 

12 

10 

1 7 

Lumber . . 

268 

111 

7f> 

18 

28 

21 

Omrni . 

2 k. 

80 

116 


51 

7* 5 

Cotton pfKni*^ 

60 

*> 

87 

■>- 

21 

17 

31 ooten goods 

180 


1 \2 

li 

n 

11 

Shiw*-* . . . 

n: 4 

17* 

120 

10U 

20 

25 

Paiw*r and rard 






board . . . 

. . 171 

3 5 

110 

62 

10 

*i 

Matches . . 

122 

■ > 

111 

20 

17 

.38 

Sup . 

176 

M 

180 

lu 

11 

11 

• Ba^i n 

r 8« a 1 >!m w 

h n «• o 

U*r t 

trj- ♦ 1 

r I'-r O’ 

* lh"#r e m 

mod t lira *»crr Ultra l wh »9 n 

!«•»* r»i* !r 

1 ui ’ af j* * 

« r m; af at Ir f n * 

•* 

Thr urctt 

>( ihr ] »t P»an 

»rjp f r tS 

r irji S'> J 1 

P r fit * 

u«n a* U’ 

<-* mu that 

* f m2, thr »r flr 

in who n i* < «i 

prrat * n ► ! 

It r Ut Plan »*» *h <• 1 

i * Irrrt nalr i 

f % rj | f r 

*h *"* '* r *.rt* 

< ( thr i*t Plan arr *h %r 

“ } r ATtfr ^ » r 

n 

1 i n f I i r> < 

mj Jting fuJ 

tllmrn: h wrvrr. 

thr t ta< ur J • 

it in l‘i*2 wa* Tri»r*-i t that * i*t|» 

* air <n a*JI 

r. .r 1 ^2 28 

Both ur|rt« 

an i iulf nm-nt 

,! 2 1 p: 

an arr ( r 191' 




Thr Urcrti 

of thr 1*1 P an 

, arr tr m l 

|i | »*np an 

T\r f A . - 

'ii f i%r ) r*,r 

/' * *- f Ar 

Dt'ri ipnri{ of f*ir Nd;i noi fr > 

mum* « * Uir 

/ (Pr r 4 

. , .j V 

it i. 0* a 1 1 » M « •< 1 * 9 i 

1 variuU* pagr* } , \ 

with rhancru «< 

i tar a* thr* 

»rrr nirl n thr 

fr* U’l n ' 

f hr \ V 111 th 

I’uif f ortgrr**. arr pr hum i 

* / m * i 

r ( M a* » i 1’>'9 N 1 

|p 92 i 1 


FuiUlmrnt 1 

f r thr VJ FM*n Prn -1 i* i 

that n 191* 

Mad . t 

thr fi al# > 1 

1 thr Vf Plan 

wrrr OM*dl in Mimpultnt thr n hr*Ml.r.J pcr.r 

nta<;r inifciv* 

turina th *r u.r»r >r 

at* a liw ugh 

adrquatr ratdrtin 

p ri.ata that 1 i 

► |>rr rnt * f 

thr g »*’» *< «u 

! t*a.f hmr t 1 wi t< 

it r unknown 

Urartu n( thr r r*t thf’r . 

'thr \ \ P 

an Pr t i -1 > > 

attrmj>* 

*-i# ma *r t< 

1 r » w lt ir ihr 

output t if thr nr» 

r irtrit* rir* from Ihr data 

» n tulf !imrni i 

n 19Pi a 

lift. u K h thr* 

• *j!| ut to an 

indrftnab'r citrn 

t MO 10* Su ir«J 

in thr "ferial data hnr u*n! an i 

*»a* ijui’r I. 

If gr f ,t IU* h 

g wrf* a* trill Sr*, 

»h*Ar», i rotrrr 

, lumbrf, matrhr*. and u* 

on Thr 

laTfcrl# fib*. 

ou.J* |Mrriatn 

firK-lIt (o thr pfr 

1919 trrrilor* 






Thr ublr i» 

taken from a nody bt ehi* 

*»Tilrf mi V.*»rt 

planning, n nfannj n>inplrlout 

Its data pr-ifiHe pr>*> 1 that 5»>*irl planning 

'•jirratra wt)i 

r*r»U in < 

laini f.rrat 

ihorMa'I* m 

goal fulhlimrni and grrat diarirpani ira tn 

thr ratra »d lulMlmrnl i 

»f m nnr<ird 

goal* arr thr 

pr nripal fraturn 

i uf al Irani thr hrai thrrr f irr ^ rar Plan- 

i 



• Thr la/grt 

of ihr Ui Pian for pf« 'iuMw>n of «ho*a 

i« fr**m 

I SSR Co.pl 

an. /ur ) tar 

Plan /or rA# Drtrlnpmmt of thr National / 

of thr 

1 SS/f (/a/ Puin ) ( Monrow, 1910)1, 

Vol. II. Part 2, 

p. 221 Thr ii 

uipat m 192? 28 **a« raiimaud al 

60 tndlion 

pair* (it waa 

equoalrtti tu 80 million pair* in 1928 29 affording tn 1 S^K ( r <>*plan, Control ftyurn of thr 

Saiunal Economy LSbR for 1929 i0, %!»**«»*, 19K), p V>|) 
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for total industrial output in money terms (billion rubles at “un¬ 
changeable 1926-27 prices”): 


Plan period 

Coal 

Fulfillment 

Ut 

46,4 

43.5 

2d 

92.7 

95.5 

3d- 

139.8 

137.5 


* lor lb* 3d TUn Period. h**l of the ripcUr** incrraae rs considrrrd lo have been the 
goal of ihr first three Nrars, and fuHillmrtu is that of 19K) Tbe goal of the 3d Plan pertained, 
of tourar, to the old territory Thrn* is suffi< lent justiftralion for believing that tbe figure of 
11? S b/lliun rubles f«*r 19 W) out jut *uted by \ ororwnakn in hi* report on tbe 1941 Plan, 
alrrads cimi, a* to pertained rillusively lo tbe prr 1939 territory 


A litlle consideration discloses the reason for the great discrep¬ 
ancy between the ratio of goal fulfillment in physical and in value 
terms: the goals in money terms had Ween set in “unchangeable 
1026 27 prices,” existing in the base >ear; e the attainments in 
those terms were, however, calculated to a substantial extent in 
the lugbei “unchangeable 1926-27 prices” placed on goods 
intmdured during the Plan periods themselves, and specifically 
in the last year of each period. 

The lengths prneeduie* by which the w riter has recalculated 
the official industrial indexes from “unchangeable 1926-27 
prices” to ical 1926 27 prices are as yet unpublished. In addi¬ 
tion to the evidence of the 79/7 Plan , Supplement^ calculations 
of the gross values <if industrial output in 1937 and 1940 in 
current price* were made from data on wages disbursed by 
industry in conjunction with the percentages that the wage bill 
boie to total production ro*ts as well as on profits and turnover 
taxes. The value of the 1937 industrial output in current prices 
was also computed from official Soviet calculations of the share 
of Soviet mdustrv in world industrial output. 

The value of Soviet industrial production in current prices , 
free of turnover tax, a* obtained bv varum* procedures was about 
150 billion rubles in 1937 and 230 billion rubles in 1940. Ac¬ 
cording to estimates which will be presented in Soiiet Prices of 
Producers' Goods (see especially chapter i), prices, likewise 
tax free, increased, after 1926-27, by 150 percent to 1937, and 
by 230 percent to 19*10. Hence the industrial output in real 
1926-27 prices amounted to roughly 60 billion rubles in 1937 

* Tbe rear 1927 28 lor lb* 1*1 Plan, 19V2 lor the 23 Plan, 1937 for ihr 3d Plan, and 1945 
lor lb* 4th Plan 
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and 70 billion in 1940. The official evaluation in “unchangeable 
1926-27 prices," however, was 93.5 and 137.5 hillion. 

Although conversion from rhe value of industrial production 
in current prices, tax free, to real 1926-27 prices indicates an 
output of 60 billion rubles at these prices in 1937, this output is 
here estimated at 62.5 billion ruble* | *re table on p. 17, and the 
accompanymg chart). In an earlier draft, it should he said, the 
same output wa* estimated at 65 billion rubles. The data shown 
graphically in the chart may 1 »e tabulated here as follow*, in bil¬ 
lion ruble* respectively at “unchangeable 1926-27 prices" and 
at real 1926-27 puce*: 


\w 

Industrial output 
1928 
1912 
PUT 
1910 
1940 
194* 

191V 

1910' 

191V 

1948' 

1949 

.Net national product 
19 28 
1937 
1910 
19WT 


I TO. r 


21 8 
M 3 
93 3 

in v 

121 u 
127 u 
103 3 
120 : 
19 i o 
1**3 !I 


23 0 
9<> * 
123 3* 
mu 


KrjJ !<)>. 2" prtv** 
l f mtr't r Mimaif t\ 


21 8 
.Vo 0 
02 3 
72 O' 
70 V 
13 H 
3* l 
31 H 
39 7 
70 \ 
HI 2 


23 0 
33 2 
t>\ O' 
f/i i) 


* |iul» , i*hn.i 'T ffj>c »a 1 ; Kmfun< 

* Vvium^l In perlain in prr I91*) irri i< r* 

* I’mAining ii> til Irtnvrt 


As here appraised, industrial output of the prr- 1939 territory 
increased by 13 percent from 1937 in 19W). Six percent of the 
1937 output of the *arnr territory i* counted as the output of the 
new territories in 1940. 

After a severe drop during the war, the rapidly recovering 
industrial output seems, bv 1919, to have been several percent 
above prewar. Even this level, while much below the officially 
indicated one, was nevertheless about 280 percent above the level 
of 1928. The officially computed annual rate of increase in indus- 
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trial output in the last three years, implying annual increases ex* 
ceeding the total industrial output of 1928, is of course absurd, 
hut even the increase here computed for two years , 1948 and 
1949, equals the 1928 output and must be classed as very sub¬ 
stantial, notwithstanding enlargement of territory and population. 

rSSR .\lt National Product and Industrial Output 

(Billion mbit j ) 


NUT NATfDNAL PRODUCT 

I !#• »r» tm am ) 


W| v v* rf nu * * >«v 



I *u orw TfPpnc'HY 


INDuSTFiai 


* t/t j ‘ 



19 n mo 1940 1943 194 i 1947 1949 


Of tiie two major group> of industrial products—producers’ 
and consumers* goods—the producers’ goods were the principal 
beneficiaries of the rise in industrial output, increasing about 
360 percent during the two decades 1928—48. But the expansion 
in consumers’ goods (over 140 percent!, taken by itself, was by 
no means small (see the table on p. 17). The question will arise 
on several important occasions in subsequent discussion (of retail 
turnover, of share of net industrial production in gross industrial 
production, and, especially, of consumption levels): What did 
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the large additional output of consumer*' good* during the Flan 
era consist of? Hence the question may lie answered briefly here. 

Gradual transfer of processing from homes to industry is, of 
course, a natural development. However, since home processing 
is not included in the statistics of industrial output and of national 
income, it is always a disturbing factor in the analysis In natural 
ways and by artificial stimuli, this transfer of processing from 
homes to industry proceeded at a greatly accelerated rate in the 
USSR during the Plan era. The natural causes were the rapid 
increase in the proportion of urban population with its much 
smaller home processing I the urban population ro*e in propor¬ 
tion to the total from 17.9 jicreent in 1920 to 32.8 percent in 
1939), and the greatly increased proportion of women among the 
wage earners (27.2 percent in 1929, 33.4 percent in 1937, and 
37 percent in 1940). Tin* artificial stimuli consisted in forcing 
consumers to purchase good* in more finally processed stage*, 
either by charging disproportionately higher prices for good* in 
the lower processing stages | this wa- mo*tl\ attained bv differen¬ 
tial turnover taxes), or bv making available for puichase only 
goods in the more advanced stages of processing. The great ar¬ 
tificial disparity between the price* of Hour and of In earl has been 
mentioned elsewhere, along with the conspicuous ( more than 9.5- 
fold) jump in sausage output during 1928 38. which could not 
have come alnmt naturallv. Complaints were frequent at times 
when there was no rationing that randy had to be purchased be¬ 
cause sugar was not available in government stores. The same 
policy was certainly followed with reference to cigarette tolian n 
and cigarettes, and it is verv likelv to have been pursued with 
reference to cloth and clothing, Imsicrv and the material from 
which it is made, and many other things. 

The overwhelming proportion of consumers' good* in the 
USSR consists of farm products or products processed from these. 
We have seen that the output of farm products increased only by 
about 15 percent from 1928 to 1937. Practically no further ex¬ 
pansion occurred ill the pre-1939 territory until 1940. The great 
apparent enlargement in the output of consumers’ goods in those 
years, as shown in the table on page 17, must clearly have l»een 
caused almost exclusively by processing formerly not considered 

T Jimt, The Sotialiitd Agriruliur* of the (’SSR, pp 61, 642 



SOURCES OF NATIONAL INCOME 


25 


aa well as by the additional processing of the same goods. In the 
statistics of gross industrial output, such additional processing 
not only is counted in full, i.e., including the value of the raw 
materials, but stands there at the higher value brought about by 
the additional processing. 

It will be shown below that there was a great deterioration of 
the national diet during the peaceful years of the Plan era. Yet 
the industrial output of food products, as expressed in “unchange¬ 
able 1926- 27 prices,” increased from 6,296 million rubles in 
1929 to 19,825 million rubles in 1938, or more than 3-fold/ and 
the 1941 Plan sought to bring it to almost 5-fold the 1929 level. 
Bread consumption did not increase from 1928 to 1938 by more 
than the total fMipulalion, i.e., by some 15 percent. Yet the in¬ 
dustrial output of bread increased at least 4-fold, probably much 
more, from 1928 to 1938/ 

Construction Construction is computed in the USSR only 
in current price*, but e\cn *ueh data are not available in detail 
after 1934. The comparability of the scattered data for the later 
years is not assured, e\en a^ide from the inflationary factor. The 
value of construction i* here computed from approximations to 
capital imestmcnts given in Appendix Table I. Five percent was 
added for the construction imoivcd in repairs. When the current 
prices are then deflated to the 1926-27 level, construction ap¬ 
pears to have trebled from 1928 to 1937. Our estimates imply 
some further increase by 1940, which is bv no means certain, and 
a still further rise bv 1948. 

Agriculture, industry* and construction ,—In appraising the 
values of agi icultural and industrial production and of construc¬ 
tion, students commonly overlook the fact that even the real 
1926 27 prices, let alone the bias-imparting “unchangeable 
1926-27 prices/’ favored industrial production I especially the 
output of producers’ goods) and construction at the expense of 
agricultural production. It is to be realized that a pound of wheat 
at 1920-27 farm prices in the USSR cost as much as 5.5 pounds 

* I’SSR Ontral Office of Nil mil*] Economic Acomrninj:, Sot ioJlsI ( on*frtictt4>n 

rsstt. iq.u sb t«m>. r r: 

p fhitf. Thit miQrtiP iKr output of hrfiii at 8 1 million ton* in 19,13 and 16 6 million 
ton* in 1938 The halting uviunn *** to unimportant m 1928 thai no adequate rtatirtica 
arr available The onlv ftgurr which ha* hern I oca ml u that of 2S1 S milium ruble* for tht 
valup of output of Mnall‘«falr bakrrie* in 1928 29 Thi* i* rquivalrnl to, al mo*i, 2 million 
Ion* of broad Only a In* largo aratr bahrrte* operated ai (hat irnir 
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of coal f.o.b. mine, while in the United States 20.6 pounds of 
coal was the corresponding equivalent. Detailed hut not final 
analyst indie ales that, at wholesale prices and in round figures, 
toe \SrlV> 'IT w\V\\e T^) \ S. vewVs \\\ Vevwvs w\ Vax\x\ 

products, 50 cents in teims of consumers' goods, 30 cents in 
terms of producers' goods, some 25 cents in terms of industrial 
construction, and so on. 14 ' Hence, after outputs in the table on 
page 17 are recalculated to United States prices, the economic 
significance of the industiial output, especially of producers* 
goods, and of construction relative to agricultural production in 
the beginning of the Plan era, is considerably lessened. Further¬ 
more, since agricultur.il output remained almost at a standstill 
during this era, the increase in the combined output of agricul¬ 
ture, industry, and constiuction during the era turns out to have 
been considerably less, if the computation is made in dollars 
rather than in rubles. This is obvious from the following tabula- 
lion, showing percentage increase's lor the three items together 
during the stated periods: 


Rr*I r I'O 2: 

Peru*! prurt f»n 

1928 37.126 4 Hfl if 

1937-40 . 19 3 )H 6 

192840 . 170.1 122 9 

1928-48 . 131.3 107 l 


Transport .—The operation of the transport system was ex¬ 
panded a* much as industrial output during the period under 
review. 

Trail?. —Retail trade, on the other hand, presents as poor a 
picture as does agriculture. We deal here with official data for 
1928, 1937, and 19W), and a rough estimate for 1948. The fig¬ 
ures cover state and co-operative trade except in 1928, for which 
private trade also is included. Ilie turnover of kolkhoz markets'* 
is disregarded, since the sales by producers direct to consumers in 
1928 are not included. Both are peasant markets. In nominal 
prices, the increase in retail trade shown by such data was huge; 

i°Thr roiiifMioii firtnn *ir> Iron* vnr 1" w*r %»ilh ihr rhan*r in rntnponiiiiin nf ih* 
individual umi Thr figure* in the Ifii are bawd on the ion which prevailed im- 

RvrdiAlrly before the beginning of ihr Plan rn 

U Market* where ihe koikhorr and ihr kolkhoimki Imllmw farm* and ihnr mem¬ 
bers) sad individual ( Doneolleclirurd ) peasant* err permitted In veil their unn product* 
at free price*. 
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the data in the following tabulation (in billion rubles) indicate 
an 8-fold to almost 10-fold increase in only nine years, from 1928 


to 1937: 

Ye«r Rtiiil inroow 

1928. 13.S-JS.ff 

1937.125,9 

1940 . 175 . 1 * 

1948. 325.0 


• Tbrre t<> Ik wni«* n<nfus.on m Soviet data on thr 1928 retail turnmer The lit 

V*lsa *■**■ tt f«r 1927 28 ai 12 4 billion ruble** (l VSR Uoaplan, fur > ear Plan of A aiu>fuU- 
Eeonomu ( onttruruon (/if Plan). VI *«1 Momow, 1930, Vol 11, Pari 2, pp 156-67) The 
turnotret <*f trwianiam*, not »m lutfH m the above figure, was e%tirna1nd at 665 million) ruble* 
in 1927 28, and ibr 1928 mail lurouvrf was Urgrr titan that of 1927-28 Iit 416 million rubles 
(1 SSH (replan, < rntral Oflwr of National kcanemic Accounting, Soctahu Construction i SSR, 

Mwmtow, 1954, pp 362, 472, and iltd /VfJ Mokow, 1945. p 552) Hence ibr retail 
turnover inducing (airring an equivalent to H 5 billion ruble* in 1928 Apparently without 
anv npUnation, the eattmaie f*»r the 1928 retail turnover without catering «n raised to 15.156 
million rubb-* with n»t<*img having »m«untr*i to 665 million ruble* in 1927-28, ibr total 
betamr 15 8 billion ruLlr* (the rewfcni figure* made thnr appearance for the hr*t tune in 
t antral Office of Nuionil bononm Amounting Ndiio'ial Ftonamt i SSR Suuiiticai Hand 
ktwk, /9TJ Moscow 1912 p 41S ► Vgam w^iut explanation. Socm/nr (.anitrucuon l SSR, 
/9U IW, p 1 lu ga«e the |92*/ rruii turnover including catering at 15 2 billion ruble* Thi* 
eiMimatr ad)u*t*«l downward I *•? ifie difference between 1928 ard 1929 fthta difference amounted 
In 1 7 billion ruble* according to the ntrd Matutua! \earb<*oks) yield* 13 5 billion ruble* as 
the )928 retail Urn«<»rr mi luting catering riidh th*- rntimate of the lal Plan Such down 
ward reetaion* of data of farmer vear*. whKb make ’he data of later >ear» b*nk better, arr 
ti'irmi'ii mampu'alion* in the l SSR ‘see Ja*n» T *.e V»< uil.ieA 4fr,culture of the ( SSR, 
pp 72* 2", 6|4 14, h 43 *45, on <b wjiward rerjamn* ..f the gra n output, of Ha* acreage* and 
of the meat output OnN a thorough laievtigation icuif show tiie truth with reference to the 
aixe uf retail turnover 

* 4* u»u«! the territory to whsrh the official figure- applira wa» not atated It i» likely 
that in 194*1 the nrw terninrse* wrtc covered bv the rruii trmdr matiMict onli to a small 
ctt*«l 4ien n« far a* the | 9>R ownwi the e»-w territories in 1940. alate and cooperative 
tra lr could o*l ha«r been e*iabls»htvl « irrnighl \ urthernn-re, such trade a* was established 
mar have been left out of the »iati*iu* The retail turnover of thr Baltic Stair* was not yet 
included evrn in the irtail turnnver g al of the J941 Plan f/9|/ Plan, Supplement , p 590) 

The* picture changes fundamentally, indeed amazingly, as 
soon as those values are reduced to a comparable basis. Data for 
the l SSK in the table on page 58 show that prices of consumers’ 
goods were 9. 0-fohl, 13.2-fold, and 2b.4-fold those of 1926-27 
in 1937, 1940, and 1948 respectively (see also the Appendix Note 
and Ap|N*ndix Tables Hi and I\ below). 

TIiom* inflexes are weighted by the purchases of urban work¬ 
ers. This writer is not in the position to supplement them with a 
computation of a price index of consumers’ goods weighted by pur¬ 
chases of die rural population. Clothing and shoes w^eigh heavily 
in the acquisitions in rural areas and, as die table on page 58 
shows, the price indexes of clothing and shoes were below die 
price index for all commodities in all Plan years. On the other 
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hand, the Soviet price policies forced the peasants, during the 
period here analyzed, to become heavy buyers of bread, which, as 
Appendix Table IV shows, increased in price more than the 
weighted price index of all commodities*. To lie on the safe side, 
the price indexes of commodities ( 1 ( >26 27 100), as com¬ 

puted here for uiban workcis, are reduced b\ about 10 percent 
—to 800 foi 1037, to 1.200 for 1010, and tu 2, UK) for 1018— 
for the purpose of deflating retail turnover to 1926 27 prices. 

Recalculated to a compaiable basis with the help of those in¬ 
dexes. the retail turnover of 10,17, 10 V0, and 1018, expressed in 
terms of 1028 prices (for consumers* goods these did not differ 
from those of 1026 27 i, was inughlv as follows I billion rubles I: 


vm 

n > r> h 

m: 

r> : 

\'W 

14 f> 

\'H$ 

M » 


The results of the recab illations are, of rnuise, startling, and 
one naturalh look* for checks. I nfortun.itcU, the onl\ figures 
which might lie* used for this purpose, nanielv data on the jierson- 
nel emploved in trade, are not of the desired cpialilv, but tliev 
certainlv do not indn ate anv big er ror in the above value analv *is 

The 1036 statistical \earhook listed for 1028 • *nl\ 387,000 
wage earners m stale and co-operative trade, of which 532,(NH) 
were in trade proper and 33,000 in c atenng. Private trade was 
still verv strong at that time, especialK in sectors with small 
turnover per emploved person. The 1028 handbook gave, for 
1925-26, the total number of establishments m stmtlv trade at 
717,558; in addition there were 52.136 restaurants, hotels, etc. 
Hence the total number of persons I wage earners and entrepre¬ 
neurs) engaged in trade in the wide sense must have been .several 
times that shown bv the statistic al vearhook for 1036. 5 

With the downfall of agriculture in the vear* immediately 
following 1928, trade proper declined considerably, while cater¬ 
ing, profiting from specifir price policies, was Ininming. The vear 
1932, by which time private trade had almost disappeared, muM 

i^TKc 10JHS r**rb'«>fc rr/TT*d i« i* t SSR C,f>«pUR CVrtrril O Hit* of NflftaniJ fo.immic 
AtrmiDUni. WtWiu (*>ntirurrur>n f SS H IVlfi l^Vi) pp SOtrW the 1^28 Km4 

bKw>k ut l SSR Cornual Suti«*K«l Board, SiaHUical Handbook ( SS R, 192% (Mo*cr>w, IV29), 
p fm 
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have been the leanetrt or one of the leanest. For this and a few 
succeeding years, the number of wage earners in state and co-op* 
rative trade is compiled in the tabulation below (in thousands): 


Trufr 

Yeuir proper Ctlcrtog Total 

1932 . 1.411 515 1,926 

1935 . 1,650 485 2.135 

1937 1,993 396 2.389 

1941 I'Un. 2.355 670 3.025 


for 19X2 and 1935 f»<*m l SSH Coiplin, f>aira! Ofl&cr ui 
Stln nal llfMftnmtc Account mg, Stxmlut to^M/uai-on t'S>R, 1930 (Mos- 
now, S9VM, pp fc*. 09 El«u 1 »r 193? from U Plan, pp 228 29 Dau 
as pla&ne*] !<>r 1941 from 1941 Plan, Suppdemmi , p 512. 


The figure for 1941 is impressive until subjected to analysis. 
One must first lake into consideration that it pertains to a larger 
territory than data foi the earlier \cars. While the Baltic repub¬ 
lic* were not included, the other new areas may have been—of 
course, only so far as state and co-operative trade was established 
or expected to Ik* established there during 1941. Much more im- 
pottunt, however, appeal* the breakdown of the totals for the 
jktsohs employed. The 794/ Plan, Supplement gave the person¬ 
nel for Miirtlv trade, J.e.. without catering, under “trade, procure¬ 
ments, supplying.*’ The word translated “supplying** involves 
trade nigani/ations serving state organizations. The addition of 
the words “procurements supplying** in the 1911 Plan may 
imply that previoudv lliese categories of workers were not in¬ 
cluded under the personnel in trade, fully or in part. Those en¬ 
gaged in servicing Mate organizations, for example, may well 
have been included under subsidiary industrial workers, some 
indeed under “stale organizations/* 

The two principal organizations engaged in trade—the Com- 
mbsariat of [Internal] Trade and the Tsentrosoyuz (Central 
Tnion of Consumers* Co-operatives) --whose combined turnover, 
without catering, was equivalent to 78.7 percent of total retail 
trade/' were expected to emplov fewer than one million persons 
Mr that purpose in 1941; of the 513.000 to be employed in retail 
trade proper by the Tsentrosoyuz, only 252.300 were to be over- 
the-counter clerks/ 4 Thus, from the total of 2,355,000 wage 
earners expected to Ik* engaged in trade proper in 1941, there rc- 


i* 194! PU*. SuppUmrnt. p 


>• ibtd , p 356 
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maim a balance of neailv 1.5 million which cannot 1 x* fully 
accounted for. About 150,000 Here lifted a* engaged in pi noire* 
menLs of the Commissariats of IVk uicmcnts and Foreign Trade, 
and of theTsentro.HOMi/. 11 HundioNof thousand* must have lieen 
used in wholesale tiade and a similar number in what is here 
translated "supptvmg " 

A total oi little mine than one million badlv paid |>eisons en¬ 
gaged in selling, |>ei vrui, iel.nl good- worth Mil billion rubles 
at 192f>~ 27 pines seems leasonable It prnbablv leaves consid- 
erable room for an im leased tutnovi i pei prison. 

To get at a definite an-wer with reteieme to i hangrs in the 
personnel engaged in tiade would mjuiir imuh moie studv than 
tan Ik* devoted to it at this time However, though it cannot lx* 
assumed that the data on tiade personnel confirm fullv the nut 
version of retail turnover in i uir**til pm rs to real 1926 27 pro es 
as made here, thrv do not indn jte that am thing is ftmdamrnlallv 
w rorig w ith it 

The importance nt the male ulation of tin retail turnover to 
constant values ( annot 1*' overemph i-i n <1 I lies rc dm e the N>v 
let indexes of industri il and otbr t output, and of national im mm', 
to a joke V retail trade tuinovi r of oidv 1 l 6 billion rubles m 
10 10 at real 1026 27 pric e% i annot oi t our-e, lx* as*o< nited with 
an industnal output c»i 1 47 5 billion rubles or a national m 
i nme of 125 5 billion rubbs both at un< li mge abb 1026 27 
prices" Ihe s miet c burns of va-t improvement ot consumption 
levels go the same wav as these indexes to waste To appraise 
properlv the significance of a retail turnovei of onlv 15 7 billion 
rubles m 19 $7 and 11 6 billion rubles in 1910, as against 1 \ 5 
15 8 billion in 1928 I at real 1926 27 pi n es |, one must reruern 
l>cr that the urban population rose* bv exactlv IfK) percent from 
April 1, 1928 to J ituiaiv 17, MHO, and that the |x*r capita pur¬ 
chases of iarm produc Is and industrial goods bv the urban popula¬ 
tion were about 1-fold those of tlie rural population in 1927 28. 4 
pu pp sr r 

i» Vn online in lit Fla *i Vil II Parc 2 p ”2 ihe per mpu* pufihaws ft inriu«m*1 
KrnwJ. by th* urban populate n am ante*! l« K>l r i rutiir. in 1^2* 28 Srnre (Kf b lal pqrrKiMS 
of farm prnHurl* bv this p pa an n wrr*» 26 p^rr^ni larger than ibc pufibiw# of inlu.Cfial 
good*, the inial per (apita pur h»*e. >f all «U if inrlu«cn«l and farm C tnr lotting tho*r 
m pFDMRl markets) am mnir l in 216 ruble* Th»- per rapiia p«rrha*e* «( ihr rural population 
in lhr aim# ?r<r anil according to (hr wm*- * orre i p *4) amounted i*» 15 2 ruble* (in lustrtal 
pRtdi) and 21 2 rubirt Harm prudurinj nr a twial of V*) 4 rubles Pari n| ibnr purchase* sere 
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So far as concerns changes in retail turnover in real 1926-27 
prices after 1928, one must consider that the 1928 retail turnover 
comprised a certain proportion of producers' goods, and that the 
share of these goods declined drastically thereafter. The writer 
is not prepared to say how much the 1928 retail turnover should 
1 m* reduced to make it comparable in composition with the turn¬ 
over of 1937 and later \ears. If the* comparable 1928 figure is 
assumed to have U*en 10 percent smaller than the actual one, 17 
the 1928 estimates are reduced to 12,3-14.3 billion rubles, 
and the increase from 1928 to 1937 was equivalent to 10-28 
percent. W ith the rather moderate increase in total population, 
the near doubling of the urlwn population, and the compulsory 
commercialization of the retail turnover, even the larger per¬ 
centage increase implies a verv substantial decline in per capita 
purchases of consumers* goods m phvocal terms by the rural and 
the urban population. The decline was enormou* if the higher of 
the two retail-turnover figures shown oi implied for 1927-28 or 
1928 in the o(ln lal 1932 3(> -tatiMical \ eat books is correct. 1 " 

M.T N4TION4L PRODt CT 

*1 cruultuTv, While pioss agricultural production 111 in¬ 
creased, ai cording to official data, from 13,3 billion rubles in 
1927 28 to 20. 1 billion rubles in 1937 (“unchangeable 1926- 
27 prices" i or bv around 30 percent, net agricultural output, or 
the contribution of agnculture to net national product, is sup¬ 
posed to have jumped from 9.2 to 11.9 billion rubles, or 62 

f r * fu. m j; *>rU r>n iU iHirr hand thr tijurr, d» not tn< ludr ibt lor*] parch***? of Urn 
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rk( lh<- urban p pu’aii n S,nie the rural p pu *u a «i» 4 4 fold the urban population, the 
|wi | ur* ha**-* of ndu»inai f **i* ht the urban p-'pulauon acre more than 4 time* aa 

l*r*r ■» th»»pe «)f (he run* p 'pu itn n 

* In ih»» a»*umpin>n 1 am guided h* ihe breakdown of the turnnirr b* opr of good* in 
192S 2*» a* pub!tahr^ in /faiiNis < S S K 1^2$ pp fdkO83. a* well it br the data 

on thr map? tnfu*mal food* raid in (hr broad market* in 1928 29 a* puhlithrd in l SSR 
(roiplin ( onifrt/ fifmrrt r' fh* NafnnaJ 1 1 on mi f \SR tar J**?9 W IW] p 5M 

Auummt an inctra** so urban population frrm mtd 1^28 to mid 1937 of 70 pcfcmi, 
afhh ihr rural population drtitntnjr b« R pcrrenl. and wuh the purchase* of the urban popula 
two 4 time? a* large •• thwc of the lural population, a 37 percent mritaar of rout! turnover 
In mn*amrr*‘ good* would ha*r been needed |tu*4 lo retain the former per capita Halo* «{ 
each group of population, without taking tnln account the multi of ibe ron aider able amount 
of eommert lalualton of reiatl tomo*er m etas* of that canned br the farm to town movement 

i»(.r«tM ouipui of agriculture, mduito, and no forth, a* tbit term t» owed in the 
t SSR 4 reprrwmt* the grow* return to the producer* before deducting an> com* Set output 
i* grow output mtnua the coal of material* and depreciation charge*. 
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percent. The writer’s computations in real prices indicate al>out 
the same increase for both gross and net farm production— 
around 15 percent—in those years/ 1 * The manipulation in the 
official estimates reveals itself as soon as one looks more atten¬ 
tively/ 1 

A similar analysis of the official data for later years is impos¬ 
sible, because data on national income, so far as released at all, 
were only stated in one figure. Hut there was certainly no more 
improvement in Soviet statistics after 1**37 with reference to the 
computations of net contributions of the individual economic sec¬ 
tors to national product and income than with reference to any¬ 
thing else. 

Industry —While gross industrial output in “unchangeable 
27 prices” rose from 21 .8 billion rubles in 1 to 05.4 
billion in 1**37, or by 338 percent, net iiuiustiial production or 
its contribution to the net national product allegedly grew from 
8.7 billion rubles in 1**28 to 50/* billion rubles m 1**37, or bv 
-185 per rent according to official data. The net industrial output 
was 39.0 percent of the gros^, output m 1**28, rose to 53.3 per¬ 
cent in 1**37,and was expected to rise even higher m 1**12/* 

There were various factors in o}»*ration which affected the 
share of net industrial output in gross output during the I Man era, 
if both arc computed in real 192(> 27 prices. Low labor punlur- 
tivity in the base year and improvement in subsequent vears was 
the principal factor among those tending to increase this shaie. 
Savings on materials and a rising proportion of producer / goods 
with their large share of net in gross output were the two other 
factors operating in the same direction. The great inc rease in re¬ 
peated processing, moderately important with reference to pro¬ 
ducers’ goods | “co-operation” of factories in turning out one 
final product), but immensely important with refeienee to 
consumers’ goods, was the principal counteracting factor. This 
factor, it is true, had an offsetting factor of its own in the increased 
rate of fabrication, i.e., in using raw materials for the output of 

so Jam)?, TAr Stxuiltxrd Igrtruiiufr «>* thr f *S Sft, p 77'> 

/bid., rbaptrr ivi.i 

** I KrAAUrtl^kw**, 'TAClrtf* n 1 OfftWlh n( SaltnBAl luromr in fSKUlllHw! S*M"trty,*' Frpb 
Lems of Ecanomur j, 1040, Nn 9, p h2 

** Acrrtftiing lr» S N Prnk*pn*>rj, ll wi* in bwr.»f t, 9 7 prrrnu in 1942 Sr** bil 
Rujuianda yotl»anrt*ch*ft unitr dm Snw/rtt (Zunrh Nrw York. 1914). p 359 Bm thk* 
«f«bm to kite bm *n »rr»r 
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more valuable products, as for example, in using steel for the 
output of automobiles rather than pots, but the second factor 
obviously was only minor if industry is taken as a whole. All 
enumerated factors would have been effective under any con¬ 
ditions. Hit* use of “unchangeable 1926-27 prices” brought 
an additional important factor for raising the share of net in 
gross industrial output, in that the “unchangeable 1926-27 
prices” of finished goods were rising much more strongly than 
similar prices of raw materials. 

So\iet writers who attempted to explain the great jump in the 
share of net industrial output from 39.9 percent of gross output 
in 1928 to 52.4 percent in 1937 naturally had to stress the factors 
which tended to rai*%e thi* share (increased labor productivity, 
wirings on materials, enlarged share of producers’ goods in the 
total output, enhanced rate of fabrication), while shutting their 
eyes to the iw o big counteracting factoi s. 14 Foreign analysis repeat 
this line of explanation especially favoring the increased rate of 
fabrication. It i* impossible to estimate in Washington whether, 
on balance, the share of net industrial output in the gross output 
wa^ increasing or declining during the Plan era. While the writer 
awuims a quite substantial increase- to 45 percent in 1937 and 
17 percent in 19 JO ibis ri by no means established. 

There i*. however, Soviet evidence which throws at least some 
light on the problem, though it is never adduced in connection 
with it. This the distribution of production costs, computed in 
current prices, bv items. The jfrtwg rise of the share of net in 
gross industrial output claimed officially in the estimates of na¬ 
tional income in “unchangeable 1926-27 prices"* implies a pro¬ 
portionate decline in the share of raw materials and depreciation 
charges, which make up the difference between gross and net in¬ 
dustrial output. Yet the share of these same items in production 
costs computed in current prices shows the 5frong increase from 
59.5 percent in 1928 to 75 percent in 1940.” The huge rise in 
turnover taxes, which is difficult to eliminate, had a part in this 
development. The taxes on the raw materials are part of produc¬ 
tion costs, but the taxes on the final product are not considered in 
computing the production costs. There was, however, a powerful 

*• !W, for riimptr, KrwnoJ(»bo», op rii . pp 46-6$ 

™ 8k. Ttttelikii. l ntrm Industrial icrumuUuwnt in ikt VSSR (Moscow, IMS), pp 36-37. 
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counteracting factor in that wages rose some 75 percent more than 
the cost of raw materials without the turnover taxes in 1928-40. 1 * 
The effect of the great increase in turnover taxes on the com¬ 
position of production co-ts in industry is to a large extent elimi¬ 
nated if, in the almve comparison, 1 c >32 data are substituted for 
those of 1928-29. The share of raw materials and depreciation 
in production costs of the total industrial output m 19.42 and 1940 
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Thus the rise in the share of mater taU and depre« i.tlion char in 
total production co-ls was ipute substantial aUo in tin* penod 
1932—10. The ri*f in tin* share of materials was the result of 
increasing labor prodm tiv itv, more pio«essing operations, and 
the continued rise of turnover taxes though at a diminishing rale 
of increase. The i ounteracting factor of the more rapid use in 
wages than in pines of raw materials aUo lost mix h of its 
strength. 

Space preclude* pursuing the topn further. Hut the <ontia- 
di< lion between the great < ur (ailment in the share of mater nils and 
depreciation in tin* value of gross imlustii.il output, « omputed in 
“unchangeable ]92(> 27 pro cs/' and tin* rise in the share of the 
.name materials in the produetion * osu of gross industrial produc¬ 
tion computed in current prucs, is evident. The contradiction is 
certainly realized bv the Soviet analysts, and this is, prrMimablv, 
the reason why the two topics are never discussed simultaneous! v. 

Trade .—Analysis of the Soviet eeonornv naturally eoncen* 
(rates on industry and agiieulture. lienee the fantastic manipu¬ 
lation of the contribution of trade to national income in ofhcial 
Soviet statistics escapes attention. As has been shown above, 
retail turnover in current prices expanded bv 712-853 percent 
from 1928 to 1937, but by volume it increased only by l(V2tt 

iftWagr* inrrr«j**a 477 p^rrmi •rrnrrimf tn nffn-til Halt, ihe prirm of raw malrriala 
per tup* 200 perrmt arroHing to chapter 1 of lb** wriin’t Pr\rt i 0 / Prtnittctn’ (.o+di 
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percent. National income from trade is nevertheless alleged to 
have expanded by not less than 548 percent during those years 
and to have amounted, m 1937, to 11.8 billion rubles un¬ 
changeable 1926-27 price*"), or to 75 percent of the gross turn¬ 
er er of retail trade computed in real 1926-27 prices. This in a 
country which vociferously proclaims its small trade margins! 
How could this be achieved? The answer is simple—by disre¬ 
garding the rapidly advancing monetary inflation. 11 

ff riiers Wet.- The corrected indexes of net national in¬ 
come (Soviet concept) are shown in the chart on page 23. They 
arc irpioduied here for convenience, together with the official 
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Not only the 1948 estimate is crude; all of them are. The one 
for 1948 is merely cruder than the others. Net national income 
io>e 113 permit from 1928 to 1937 as against the official rise of 
285 percent and the increase in industrial output, as here com¬ 
puted, of 187. Sc\ere cuts from the official estimates were made 
in all items except transportation, hut the gicatest cuts wete made 
in items usuall> gitrn smaller attention. Hie wr ner\ estimate for 
the contribution of trade to national income is little more than 
one-third the official figure, and the contribution of construction m 
less than half the official. 

National income a* here mmpulcd for 1910 was 21 peicent 
above that of 1937, partly, of course, owing to the inclusion of the 
new territories m the 19 M) estimate. 

As to 1918, the writrr is certain onU that the prewar level 
Has nut reached, Sixt\ billion was used as a round figuie. 

While in 1928 national mtome was largci than gross indus¬ 
trial production, it las am** proper Iv < ornputed Mibstantialh 
less than this b\ 1937. The small tin reuse* in trade and espe 
ciallv in agriculture, with its nrigmallv Luge share in total 
national income, are responsible for this “lull, hven ofln la) esti¬ 
mates of national me ome, mu* h more manipulated than the pros* 
industrial produc lion, lost out again*! tndiisti lal output. In 1928, 
the offn lal estimate of national income was 15 percent larger than 
that of industrial output; in 1937 the two were almost ecpial In 
subsequent veal* offn ial estimate** *«f pro** industrial output in¬ 
creasing!* exceeded tho*e of national income. 

A* stated in the introdu* lion, the writer, at least for the time 
being, refrains from converting his nationabincome estimates to 
dollars. 

Other analysts,- According to Julius W vler, the net national 
product of the l SSK was as follows 
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product of the USSR in 1928 compares with about 13.5 billion 
rubles, the official Soviet figure, raised lo allow for the difference 
between the Soviet and American concepts and converted to dol¬ 
lars At the official exchange rate. The excess of Wyler’s estimate is 
ho large in spite of the fact that the rubles spent on investment had 
only a low exchange value to dollars. Aside from the much higher 
prices of farm products, the following factors tended to raise 
Wyler’s estimate: (1 ) the large trade margin in the United States; 
(2| the evaluation of sen ices at relatively high rales; and (3) 
the appraisal of the home-produced consumption of the farmers, 
which constitutes a relatively large part of the Soviet national 
income, at retail prices. 5 * 

Wvlcr's estimate* implv an increase in Soviet net national 
product of 87 percent from 1928 to 1937. His method of apprais¬ 
ing services tended to enlarge the increase in Soviet national prod¬ 
uct during 1928-37, relative to the compulation in 1926-27 
prices made here. But the effect of this procedure was consider- 
aldv overcompensated by the effect of the low wholesale prices of 
industrial goods, relative to farm prices in the United Slates, and 
bv the estimating of the consumption of the peasants in kind at 
letail prices. With consideration of the trend-enhancing and 
trend-retarding factors, the increase in national income of 87.1 
pricent in 1928-37, as computed bv Wyler, checks reasonably 
well with the incieaso of 113 percent in the same years, here 
ir< koned quite independently. 

Wvler reckoned the increase in net national product from 
1937 to I9.|0 at 19.3 percent, as against 21 percent accepted by 
the writer. Actually Wvlcr’s estimate of the increase is larger, 
because the wi iter's estimate for 1940 undertook to cover all 
teirilorie* added lo the USSR, even those added after the war, 
while Wvlcr’s estimate was for the prewar territorv. The reason 
for Vt vleUs lieing higher prohahlv lies in his high evaluation of 
the maintenance of armed forces, which were greatly expanded 
during the intervening period. 

Banin's computation of Soviet gross national product and 
national income in 19U) is w idely used and therefore merits more 

I* a Jrr "The National ln<-<r>mr of S Ruww” 5oruii Rrtrvrch, DrrrraUrr 1944S. 
Mil. VAft The pr^odure under OV) ha* dt*hn<l on the oihrr han<C u i» njoju 

Iml lo inducting. in lb« mmme. mttfp* which were* sol perform wi 
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detailed analysis/* Baraii licgiin* with a statement by M. Kol¬ 
ganov, a Soviet expert on national income, that in term* of 1926- 
27 prices in which the Soviet national income for 1937 totaled 
06.3 billion rubles the national income of the I'nited States in 
1926 amounted to 206.8 billion rubles. Baiun applied the im¬ 
plied percentage diffeience to the 1626 ( nited Stale* national 
income at factor cost in dollars (after this was reduced to the 
Soviet concept b\ Kolganov \ and obtained a 1637 Soviet national 
income of 26.01 billion dollars at 1626 pi ice** (the two decimal 
place* here and lielow aie definitelv Baruu's). Such change over* 
from relationships in terms of Soviet I62f> 27 pines to iclation- 
ships in terms of Amenran pines, and vue veisa, without anv 
adjustment.*, are unjustified. 

“I nchangealde 1626 27 pines*’ of the 1637 vintage must 
have l>een involved in the computation bv Kolganov of the value 
of the l nited State* national income, and these prices giratlv 
favored industrial piodtnK cspe< iallv maihmeiv, so important 
in the l ruled States. The national tin ome of the I ruled Stales 
must therefore have exceeded that of the l *\S|{ h> a eon*uleiablv 
greater percentage in "un« hangeahle 1626 27 pines" than it 
would have done m dollar*, and tin* appln atom of tin* pen entage 
to dollar valuer has resulted m an undriesUmatinn ot the Soviet 
national income. In other word-*, the Soviet estimate of ( *6.3 
billion ruble* as the 1637 net national prodin t at "un< hangeable 
1926 27 prices,*’ directlv converted to dollais with the help of 
properlv computed prnr indexes, would void a substantially 
higher dollar figure at 1626 Ameru an prn es than that bv Barnn. 

Having arrived at the estimate that 1637 Soviet national in¬ 
come wa- equivalent to onlv 26.01 billion dollars at 1626 \rnen- 
can price*, Baran should have drawn the lonrlusmn that tlie 
official Soviet computations of the in< rea*e in national income 
should not lie used. 1 * Me was therefore in< on*i*tent in applying 
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to the 1937 Soviet national income, as he computed it in dollars, 
the exaggerated official percentage (30.3 percent) for the in¬ 
crease of Soviet net national product from 1937 to 1940 in terms 
of “unchangeable 1926-27 prices.*' Baran’s two errors partly or 
fullv offset one another. Provided the services of civil servant**, 
soldiers, liberal professions, and so on, are charged at the value 
of commodities and seme cs thev receive in the USSR rather than 
in the 1 mted Staten and with the trade margin also that of the 
l SSR, Baian’s figme of 31 10 billion dollar** at 1910 \mencan 
prices must lie a reasonable approximation to the 1910 Soviet 
national in* ome But Baran did nut stop here. 

Having once freelv shifted fiom Soviet “unchangeable 1926- 
27 prices” to dollar**, having next adjusted the obtained figure 
with the greatlv evaggeialed percentage derived from data in 
“unchangeable 1926 27 pro es,” Baian in hi** final step makes an 
even le*** pistified ift to relationships in Sot ief 19 U) price v. He 
raws hi** computed 1910 Soviet national income of 31.10 bil¬ 
lion dollar at 1914) \nimun pines bv not less than 12 9 per¬ 
cent the percentage* di detente lietween In** computed Soviet 
national income at factor i «»^t and gross nat’ona) product m 1910 
Ni\ iet pm rs, and lie tre ats the figure* obtained as the 1910 Sov let 
gross national pioduc t in 1940 dollars. This equivalent to the 
issumption that the exorbitant turnovel taxes operated also m the 
1 ruled Nates 
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AU1K:ATI0\ OF NATIONAL INCOME: I 

The primary data pertaining to allocation of Soviet national 
income are mostly expressed in mrieiit prices. Ah stated pre- 
viouslv, it is erroneous in dealing with these prices in rrganl one 
ruble expended at current prices as equivalent to another such 
ruble. If alt rubles aie to in* treated alike, the imestigalor must 
as a minimum f 1 ) subtract the turnover taxes from the amounts 
spent, and |2) add to the amounts spent the direct and indirect 
subsidies from the treasurv. The elimination of turnovei taxes 
will primarilv affett consume!s’ giwids, while producer*' good*, 
which in the l »K irn lude armaments, will be almost the onlv 
goods affec ted bv the console!alum of subsidies. The dilheulties 
involved are discussed in The Sonet Prur S ivv/em, chapter vi. 

The turnover taxes amounted to alniut (>0 pen ent of the retail 
prices of consumers’ goods in l f >37 and later vrars. In 1*08, 
state Miloidiex r<> the national econornv were ev|invalent to per¬ 
haps 70 billion rubles; on certain irnpoitant goods, sue h as lum* 
Iier and steel, the subsidies were at least equal to their puces. The 
bulk of the subsidies went to goods used either in new investment 
or for “defense/’ Obviouslv, the relation between the rubles 
spent on consumer’s goods and, for example, the rubles *pent on 
armaments will l>e fundamentally changed when M) jierrent is 
subtracted from the former and a substantial percentage is added 
to the latter. 

The writer does not accept one ruble in the budget or else¬ 
where as equivalent to rverv other ruble. In converting each item 
of expenditure to values at real l ( J2(> 27 pines, the probable 
composition of very high-priced consumers’ goods, medium- 
priced labor, and low-priced produc ers’ goods and munition* is 
considered. On the basis of a familiarity with the prices them¬ 
selves (by no means always exact), separate conversion factors 
have been worked out for the principal items of budgetary 
expenditures or allocation of national income, partly with subdi- 
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vifiion of the individual items into the most important compo¬ 
nents. 1 This procedure obviously excludes the necessity of 
adjusting for either turnover taxes or subsidies. 

The vagueness of the material on which the computations here 
undertaken are bai»ed has already been mentioned. In dealing 
with allocation, the analyst is entirely on his own in estimating 
consumption by the farm population in kind (i.e., produced and 
consumed without going through any market), especially in 1940 
and later vcars. Almost nothing was officially made known about 
wages, total wage bill, and retail turnover in postwar years. The 
available data arc huge lump Minis, with no breakdowns. Ex¬ 
amples are 1948 expenditures of 66.3 billion rubles on defense 
and 5r>. 1 billion rubles foi education, with no huIkIi visions. 

Budgetary appropriations on the national economy in 1948 
amounted to 117.3 billion rubles, of which 37.2 billion were 
spent for rapital investments in Mate enterprise®, 10.7 billion for 
increase of owned f not borrowed I variable capital of these enter¬ 
prises, and perhaps 12 billion on the opeialional expenses of the 
machine-tractor stations (appropriations for them were not spe¬ 
cified in postwar vears}. Thus over 70 billion rubles remains 
unaccounted for in 1918. The corresponding amounts unac¬ 
counted for were about 11 and 13 billion rubles in 1937 and 1940 
respcctivelv. There is extiemelv little information alx>ut the des¬ 
tination of thes«> Mims. Rovinskii, who rnav properly be consid¬ 
ered an official commentator, said on this matter, after having 
mentioned capital investments and additions to die variable capi¬ 
tal of state enterprises: “Out of the budget, means are also allo¬ 
cated to stale organizations for operational expenses and state 
subsidies."' What state subsidies are is easily understandable. 
Almut operational expenses. Hovinskii added: 

Operational «»f Mate organizations arc input*, nol connected 

with ihnr production activities and not included in production coMs. such as 
industrial rrnriilrrnrnt, recruiting of labor, forest preservation, geological 
surveving, inventions, etc. 

The o|K*ralional expenses of the MTS were mentioned above. 
Otherw ise, the operational exj»enses involved in this case must be 
minor items, unless the outlay on atomic-bomb research is con- 

i Bodcelarv ntprnduurm ire i* rvpnotnt r«ihrr than •« planned 

» N* > Rotmftkii, State Bud i of th* L SSR i M<*r<or, 11W9), p. 88, 
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cealed here. It would indeed fit marvelously well under the head¬ 
ing of indention or geological survey. The writer would feel 
certain that this were the case, if he did not think that the 70 
billion rubles unaccounted for in 1 ( M8 Here fully, or almost fully, 
required for subMdie* and Here therefore unlikclv to have lieen 
able to accommodate large e\|»enses on the atomic bomb. 

Kovinskii placed Mate subsidies last in his cnumeiation. In 
the 1914 edition of his book, he even had the rflronterv to refer 
to subsidies in this wav: "The budget pi ovules the mean' for 
the ope rational expenses of the stale oigaiu/attims and m isolated 
cases for stair subsidies to the stair* enterprises."* The pir-mt 
writer is unable to account fullv, and for each vear, for all 
amounts who h remained from the hudgetarv apiuopriahons for 
the national econornv after the contributions to capital invest¬ 
ments and to variable c a pita I of -tale or gani/alions and the oper¬ 
ating expenses of the MI'S were dedin led. Bill in bis opinion, and 
contrarv to the opinion of others/ the bulk of those sums repre¬ 
sented subsidies to state enterprises bo « overage ot then losses. 
The vear 1918, however, is not one whose unac< minted-for appro¬ 
priations on national econornv cause serums dilhculties to the 
writer. 

The production co-K of producers' goods were \er\ nun h 
higher than - in some instances multiples of their pines m 
1918. The transport -vstern a No operated! at substantial losses, 
(ndiistrv and transport mav well have required, in the* wav of 
.subsidies, piactnalls all the muehlv 70 billion ruble- unac¬ 
counted for, except for sin h subsidies as were needed bv the state 
farms and construe tmg organizations, and for bousing other than 
that of the industrial and transport enterprises and of the stale 
farms, which is included in their general operations and has al¬ 
ready l*een c considered above. The vs 1 iter would indeed not Ice sur¬ 
prised if it turned out that some additional funds were used to 
cover all those huge losses for example, part of the excess of 
budgetary income over expenditures. 

It seems more difficult to account for the corresponding bal¬ 
ances, roughly 11 and Id billion rubles, in the 19,47 and 1910 
budgets. In his 1941 budgetary* report, Zverev said that 2.5 bil- 

* N N Ra«m«kii, Stmt* Bmdgrt of ike ( SkR 1944), p 

* They term Co Imip hem ir*pby Rovm*kii • W«w»p tMfratmi » |hf 1944 (dilini 
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lion rubles were allotted to the financing of the sovkhozy (state 
farms) of the Commissariat of State Farms;* a substantial portion 
of this amount must have been subsidies. While this commissariat 
controlled the greatest number of sovkhozy, sovkhozy were also 
operated bv a nuvnlier of other commissariats, including the Com¬ 
missar iuts of Agriculture, the Food Industry, and Foreign Trade. 
The losses of the timliei and lumber industries were heavy' in 
1940. Some coal trusts the industry produc ing newsprint (im¬ 
portant for Soviet propaganda 1, and some other industries cer¬ 
tainly involved lo**cs. The same probably was the cast' with river 
transportation, a chronically sirk baby of the Soviet economy. 

I a*X it Ik* Mated in conclusion that there seems to l>e no reason 
to assume that capital investments are financed out of the moneys 
hen* discussed l balanc e of the appropriation on national economy 
after deducting the amounts earmarked for capital investments 
and addition* to variable capital). Such appropriations would 
not have |k*ch included in the appropriation so earmarked, l*e- 
c ause the Soviet* are ton anxious to advertise their capital invest¬ 
ments. The “basic funds'” of the economy another important 
propaganda item--are determined by adding gross* investment 
and suhtrac ting depre< jatiori to and from the basic funds at the 
end of the preceding jkm toil. The 2d Plan, for example, called for 
completed capital investments amounting to 132 billion rubles 
and an increase in ba*ic funds by 110 billion rubles during the 
Plan Penod. the difference lietween the two figures representing 
numlv depreciation charge*. I ndercstimation of capital invest¬ 
ment^ would lead to underestimation of the rise in basic funds. 

Nmilailv, it *cnns not verv probable that enlargement of 
owned variable capital of (he stale enterprises is financed from 
the budgetary appiopnatmn* under consideration, in addition 
to the financ ing out of the appropriation earmarked for this pur¬ 
pose.' 

Before turning to the figures themselves, a few' words on the 
items to which they pertain are in order. In vestments, as handled 
in the Soviet I nion, include the investments in factories produc- 

* \ ( r /irf rn Sfiiff o' S' I t V|(*«v'i», 19MO, p 109 

* Bamc lumU «rr &*r«i tntntmfiil* nl sinful ami nonjaintul nature, it . (acton**. hotMc*. 
•chotn}*, hmpfial*. ami •** 

* UPl*n I, m 

» Tlvr Ip Mfl iambic tapilal. h<T4U* b*rrtnr*J iambi* capiial is pro- 

iniwl ftum 
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ing armaments; military airfields; public roads and all other 
improvements at government expense (soil conservation, irriga¬ 
tion, forest conservation," and the like); schools; hospitals; 
administrative buildings; and so on. Investments in school build¬ 
ings are in addition to the direct appropriations for education. 
On the other hand, the appropriation for education finances pro¬ 
paganda and press, as well as military .school*, academies, and 
possible all or part of the atomie research. There is a possibility 
that expenditures on military hospitals, sanitariums, etc., are 
covered from general appropriations on these items. The ex¬ 
penditures on “defense” comprise not onlv those earmarked for 
this purpose and those coming from the appropriations for capital 
investments, additions to the vaiiahlr capital of state organiza¬ 
tions, education, and possibly health a-* well as from some other 
sources, but are further augmented bv pait of the appropriations 
of the Ministry of Interior (MVD, formerlv NKVD). W hile all 
expend on defense above those earmarked aie <piife substantial, 
onlv the earmarked expenses are corisideid in the material tabu¬ 
lated here. The expenses on education analv/ed Udow likwise 
are those earmarked in the consolidated budget. 

NKT l>Vr>TMFNTs 

The di^'U-sjon alcove ^ni" to justilv tlie assumption that all 
state capital investments or additions to fixed c apital, and addi¬ 
tions to the owned variable capital of slate enterprises, air so ear¬ 
marked. Errors mav therefore occur onlv in such items as capital 
investments of kolkhozy (collective farms) or |M*imanent addi¬ 
tions to the borrower/ variable capital of the state enterprises. * 
This is a considerable consolation, localise the variable capital 
was much more affected In the inflation than were capital invest¬ 
ments. A few billion rubles, more or less, invested in variable 
capital, especially in later vears, does not reallv amount to much. 
Capital investments other than of the stale likewi.se were minor 
items during the Plan era. Private investments are wholly neg¬ 
lected here, except for 1028. So far as private investments ‘•till 

* For rut pT* , j*T*iti'>n. it i* tr . if h-iirtj hr R^nntkii lift ab'ifl ** Itninr^l out <1 

smnrft otbff than tbwwr am fisr»l (of rap cal 

*' Tb* A»r frnan<-f l (rem ibf hui^ftirv *urp'uwf o*rr fipftiflilutfi *fl<l ft^m »*» 

m')nnr put in circulation Thru* mf«m bfrotn* OAilahlc to ibt rnlrf priMf hr Mfti of »U|r 
Unki 
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occurred during the Flan era, they mu it have been financed out 
of moneys classed as private income here. If they were to be con¬ 
sidered, the outlays involved would have to l>e subtracted from 
private incomes. 

The preliminary findings on net investment are presented in 
some detail in Appendix Table I nith a certain amount of docu¬ 
mentation. Net investments are first estimated in current prices 
and then converted to real 1926-27 prices; the latter are again 
converted to dollars at 1926-27 prices. The factors for conver¬ 
sion from current to real 1926-27 prices, and from real 1926-27 
prices to dollars at prices of the same year, are specified in Ap¬ 
pendix Table 1. In summarized form the findings, with those of 
other analysts, may be recapitulated as follows: 


Item 

1V3B 

1937 

1940 

1948 

PartU «»ffu i*il (tuition ruble* 
at current pru c% • * 

4 66 

46.0 

59.4 

119.2 

ItrrpMin (billion ruble* at 

/urrrnt |»nrr*i* . 


SB. 8 



U nirr i htllion nitric* at 
rr*l V*2<> 27 pm d >* 

4 84 

22.0 

21 4 

27.2 

U nlcr i billion dollar- at 

1*>26 27 pru e«*» .... 

i.;>o 

6 4 

7.8 

7.9 

U^br 1 Inllum dollar* at 

1**10 price**' 

l 3 

4.6 

5 . 4 


('lark (billion international 
unit* * 4 

l li 

3.62* 


.... 

* \ m nal «• n i im'ti ling iuImi lie* 

* iWrg*. n * el N*n n*> liv* mr *nd Product 

in wr 

P.n 11/’ 

QuarterU 

/ ur-sa. ‘‘ f< 'i<rr,i l \ugutf 19 V I \ 1 \ 

. tv» Thu 


w «.» trr i*r<! a ti ■ 


ita'ani«- It o fits n* l<a<)«rurt *ppr prution* on the nation*! rrotximt rttfpl 
lot opwfa’j nil rtprnwr »>f the MT k Ilefpwn «|)pirrttt!t do longer hold* lo thi* 

* Ut Vr “The N*n« n*l Im me ai S»trl liUMoa/* ><x i<*/ Keww.fc Dretmbtr 
Mil, 02 

iark ‘ KtiMtan lnr< me «nd Pr^JuriHuti Sui Hritrwc of Lconvmic 5/d 

f.Nt z N 19|“, \\I\ 217 

' 0«li i *t the »r*r 

Thu*. in comparable terms (I'.S. dollars), net investments more 
than quadrupled from 1928 to 1937. The figures in the tabula¬ 
tion alnne indicate that net investments, including stockpiling, 
were about 10 percent higher in 1940 than in 1937 (in real 1926- 
27 prices), and increased a further 11 percent by 1948. The 
trend in net investments may well be reflected correctly in these 
findings, but moderate differences cannot be fully trusted in view 
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of the nature of the data. Indeed* it seems quite possible that the 
1940 and 1948 figure* have U fc en overestimated ns compared with 
that of 1937. 

The increase in net investments here computed in dollars from 
1928 to 1937 (exactly 4.3-fold) is higher than reckoned hv 
Wyler (3.5-fold) or Clark (3.3-fold in 1928 38). Possibly 
these authors tried to get at real net investments, a job not under¬ 
taken by the writer. All that was done was to establish the items 
treated in the l SSR as net investments and to reduce them to a 
comparable basis so far a* prices and costs are concerned. Actu¬ 
ally the net investments as staled in Soviet source* are exag¬ 
gerated. Official allowance* for depreciation never were adequate 
and for long periods were very inadequate. Defective construc¬ 
tion* widespread in the l SSH; miscalculations, etc., whiih *|»ccd 
deterioration and or necessitate changes; waste on a large scale 
—all the>e appear at full expended costs in accounts of net 
investments. All lo**es of private capital are eommonlv disre¬ 
garded in official computation* of investment and of h«i*h fund*. 1. 
Net investments are therefore con-idetablv le*s than appear* in 
Soviet pronouncements. However, all the procedures whnh re¬ 
duce the net investments do not alter the fart that trrlam sums 
are not permitted to \te used for private consumption but ate di¬ 
rected to investment. 1 The sj/e of the amount- so dnected is one 
of the subjects of interest here. 

lAPrvnm Hf* un nit; akmi.ii tom i.s 

The total expenditure* on the armed forces eon*i*t of those 
earmarked in the budget /fir thi* purpose and of those not so ear¬ 
marked. While the latter are impossible to estimate, one mav be 
certain that thev are large. It is therefore regrettable that some 
analyst.* fail to give sufficient emphasis to the expenditures not 
specifically earmarked as military and, on occasion, even neglect 
to mention them. 

Xot earmarked .—It has lieen mentioned that the cost of con- 

n TVi« t* pariN b* ihr (»rt ibai prr«at<* inmna^ai ncflrnH tn ihr ^<»mpu 

talma* prrmiird tn Apprndu Tahir I, r-acrpi m ihr offnnal 192S hforr ih^rr* ww 1 *!. »hirh 
wren all art nrmanl Bat prtrair tn**ft(Bi' r nr n« *ttt *mafl. pomiblt infmiiratraaMi *r», 
fa noat rear* of the Plan era. and cert am It rouM hoi offsrt mnrh of Hflkmc 

U Tbr riagtf'raird taminimt* in !tr*rr p*ri obt»oii«lr apprar aim trm ibr »iw| m*|r of 
I Hr W-dffrr 
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ulructing factories producing armaments, barracks, military air* 
dromes, and other such investments is included under capital 
investments in Soviet terminology.” 

It is the merit of Gardner Clark of Cornell University” to have 
drawn attention (strictly from official sources) to the large util¬ 
ization of iron and steel in the output of munitions and in con¬ 
struction of munitions plants in the USSR away back in peace 
years. Evidence only through 1938 is available. In 1937 and 
1938 respectively, 23,2 and 29.2 percent of the total output of 
iron and steel were used in the output of munitions. The con¬ 
sumption of iron and steel on constructions of military nature 
amounted to 21.7 and 30.6 percent, in 1937 and 1938 respec¬ 
tively, of the total utilization for construction. The large share 
of munitions in iron and steel used for construction also implies 
a substantial share of “defense” in total capital investments in 
years when earmarked military expenditures of the USSR were 
still small as compared w ith those in succeeding years.” 

The 1941 Plan , Supplement ( pp. 483-85) contained the fol¬ 
lowing items of military nature among the appropriations for 


capital investments: 

Million 

OmmiMarial ruble* 

Aviation industry. 3.8S4 

Ammunition.1.710 

Armamrnt* . 1,036 

Principal nffirr nf military construction. 80 

Total .6.680 


The portion of the 1941 capital investments of the Commis¬ 
sariat of Aviation which was to serve civilian needs was certainly 
negligible. On the other hand, part of the large appropriation for 
the capital investments of the NKYD, especially for its extensive 
road construction, must have been of a military nature.” The 
total for capital investments as specified in the 1941 Plan was 
37,000 million rubles, but the Commissariats of Transportation, 

[i Ur *• munition* factor ie* are piuaf*}* owned in ihi* cottntrr, ibeir cotU of coo- 
Mruriwn are not part of the drfenae budget either. 

I* Ctrilncr Clark, "S’mf Eeonomir IVoblrra* of the Sonrt Iron and Steel Indartnr" (wo- 
publkM di*»eriau*»n, Cornell l ni*er*it*l, p 42 

The figure* arr 17 b and 2* 2 billion ruble* in 1937 and 1938, aa ajpautat 39.2 and 56.7 
billion ruble* in 1939 and 19i(J, reaperurely 

> * The tola) appropriation lor the capital ineeatment* of tbia cemmifcaariat vaa 6,810 
million ruble*, of which 2.675 million urre tor road conatrurtion UQ41 Plan. Supplement^ 
pp 483 851 
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Defense, and Navy were not included. Also all figures thus far 
mentioned pertain to so-called centralized capital investments* 
N. A. Voznesensk,ii gave the total for the*e investments as 
planned for 1941 at 4H billion rubles* 5 ’ Thus the unaccounted-for 
centralized capital investments amounted to 11 billion rubles, a 
large part of which must have lieen the share of the Commissariat* 
of Defense and Navy. 11 Part of the decentralized capital invest¬ 
ments (9 billion rubles) also wa* of a military nature. The total 
capital investment* for militaiv purpose* may well have been 
planned at nearly 13 billion rubles a huge amount, considering 
the relatively high purchasing power of money spent on construc¬ 
tion and machinery in 19W). But, of course, participation in 
World War II was *een an inescapable carlv in 1941, when the 
Plan was approved. 

The budgetary appropriation* for enlargement of ouned 
variable capital of state enterprise* mav include tin* for the com- 
mi-*anat* engaged in output of munition". 

The expenses on mihtarv m hool* and acadenue* v and pos¬ 
sibly all, or part, of the atomic-bomb research are included among 
appropriation* on education. Part of the appropriation for the 
MVD I Ministry of Interior), formerh tin* NK\ I), is likewise to 
l>e regarded as an item of defense against the external lather than 
the internal eneim. In 1937, the total earmarked expense* of the 
NKVD amounted to 3.0 billion ruble*;’ 7.0 billion wen* appro¬ 
priated for 1910.*' 

Tlie price* of tractor* were raised greatlv in 19 \ l and subse¬ 
quent year.*, despite the general polio of unchanged price* of 
producers' good* I *re Sot u't Prices of Producers' Good** i Kapler 
ix ). Since tra< tor* are to a large extent produced b\ tlie factoiies 
which produce tanks, the idea suggests itself that a certain com¬ 
pensation was prov ided for the severe rut in prices of tanks during 
the w*ar. :: This would of course imply that “defense” expendi¬ 
tures are also found under the appropt lalmm* for agriculture. It 

1" to wHitton i#> Ihu 9 hrlion rublrV wortK <*f ^n-ntriiur*! r*p t«l intruimfcii* *rrr 
plftQi»rH S*** \ report *n thr 1911 PUo XWIIfh All 1 m«n < *Mt(< a r«'ncv of 

ibcf TSl l B) 

14 Th<? irrial appropriation, i <r , not n«U f.*r raptul on iMfitpofialimi 

commontrattoria to ih* 1911 Clin ft “V> mtlU/n ruble* W 7\r rri, op or . p 104 
**.S<r* K N Plotmko*. Buiifti of th* Sor.eiut Sioir 19-MO, p 14* 

i f > Z**tr*. ap r U . p IS 
»« /W, p 7ft 
* s See below, pp f »l SS 
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i« possible that the expenditures for military hospitals, sani¬ 
tariums, etc., were covered from general appropriations on these 
items. 

Pensions and compensations to veterans fall under social- 
cultural appropriations in the Soviet budget. In 1948 the appro¬ 
priation for social compensations amounted to 18.4 billion 
rubles/ 9 and most of this must lia\e been compensations to vet¬ 
erans. 

Hence, in addition to expenditures earmarked in the budget 
for military purposes, the following expenditures serve the same 
purpose: I 1 I part of the expenditures on the MVD (NKVD); 
(2) at least Mich expenditures on durable goods of defense char¬ 
acter as military airdromes, barracks, etc., which would be cov¬ 
ered from the military budget in the United States; (3) expenses 
on military schools financed from the appropriation for educa¬ 
tion; ( 1) possibly items in appropriations for agriculture, health, 
ami so on; ( 5 ) development of atomic energy so far as this is not 
financed from the earmarked defense expenditures; and (6) vet¬ 
erans* help, in far as this is to be considered a military expendi¬ 
ture. 

Earmarked, preliminary. —In the years discussed here, the 
appropriations earmarked for military purposes in the budgets 
were as follows l billion rubles I : 

l'>27 28 0.7 

19X7 . 17.5 

1910 ... ... 56.7 

PMfl . . 66.5 

Any estimate of what is really meant by ruble expenditures spe¬ 
cifically on the armed forces is largely a «tab in the dark. The 
same is true of changes in those expenses. The three major com¬ 
ponents of the expenses on the armed forces are salaries, pur¬ 
chases of consumers* goods for llie men in the armed forces, and 
other expenses consisting chiefly of armaments, transportation, 
and so on. Given the divergent courses of wages, prices of con¬ 
sumers’ goods, and prices of producers’ goods, the proportion of 
the first two items in the total earmarked military expenditures 
rould not have been the same in the several years here considered. 

li A C Z*rrrr, “Stair Budftrt of ihr AiK Y«r of thr Poriwir Stalin Fiv*Y«ar Plan 
Period,** Pfmnntd ficonami (Moan**). HMM, No 2, p 48 
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Bergson's figure is used for the outlay on soldier's pay in 
1937/* The same percentage of the total earmarked expense# is 
assigned for this item in 1910. As to 1918, 15 percent of the total 
earmarked expenditures is taken as the share of soldier’s pay. 

Bergson estimated the cost of upkeep of the men in the urmed 
forces in 1937 at 2.5 billion rubles. Here we use 2.2 billion 
rubles for the same item because it is assumed that the prices paid 
by the armed forces were lower than the retail prices paid by the 
civilian population hv more than the retail margin (see Iwdow, 
p. 51 L The same percentage of total eaimarked expenses as in 
1937 was accepted for this item in the 1910 expenditure*. For 
1948, the cost of upkeep was estimated at 22.5 percent of the 
earmarked military budget. 

Armaments, the principal component of ‘‘defense” expendi¬ 
tures, full in the category of producer*' gomln in the l SSK. 
Armaments are marhinerv, and among the price increases during 
the Plan era, those id machinery were among the smallest. In the 
same group as machinery, for purpose* of recalculation to iral 
1926-27 prices, may lie placed the outlays on other goods and 
services with only rclativelv small price rise* during the Plan eta, 
such as expense* on freight transmutation hv rail. Finally* a 
group of expenditures is considered (its dime m total earmarked 
military expenses was arbitrarily set at 15 percent in 1937 and 
1940, and 22.5 percent in l f *48) with intermediate to large price 
rise* during the Plan era. 

The changes in salaries of the personnel in the armed forces 
are assumed to have lieen in line with the change* in all salaries 
and wages. Hence the outlay on this item was converted to real 
1926-27 prices by use of the living-cost indexes of urban wage 
earners as computed Wdow I see c hapter iv ). 

The establishment of conversion factors for deflating the ex¬ 
penditures of the armed force*, other than pay, involves excep¬ 
tional difficulties. The prices of munitions as such arc discussed 
in a special section below*. With reference to all acquisitions for 
the armed forces, it is impossible to estimate the savings accrued 
through the release from turnover tax of certain operations of the 
so-called budgetary organizations and specifically of the Minis¬ 
tries (Commissariats) of Defense and Navy. Furthermore, while 

* 4 Abram Bcrgm*. anpubSraHfd VpfwrxJi* limmf«|rapbnl), p B 
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in general the armed forces pay turnover taxes, they probably 
acquire certain goods, especially clothes and shoes, at consider¬ 
ably lower price* than do civilians, namely, at prices comparable 
with those for occupational clothing. In arriving at conversion 
factors for the expenses on the upkeep of men in the armed forces, 
it must furthermore lie recognized that in the base year, 1926-27, 
the armed forces did not need to purchase in the private markets 
where prices were higher. All the above factors considered, and 
in line with the finding* on retail prices in chapter iv, the same 
conversion factors, 7.5 and 22, are used for deflation of the ex¬ 
pense* on the upkeep of men in the armed forces in 1937 and 
1948 as are used for deflating their salaries from current to 1926- 
27 price*. A coefficient of 9 i* used for the same expenses of the 
year 1940. 

The various expense*, for which 15, 15, and 22.5 percent of 
the total earmarked military expenditures are assigned for 1937, 
1910, and 1948 respectively. are more or le-s an enigma, and so 
are the conveiMon factors here chosen l3.5 for 1937. 5.0 for 
1940, and 0.0 for 1918; sec Appendix Table III for details).” 

Prunes of munitions.- So far a* concerns the price of muni¬ 
tions, it i* a turned here that armaments were moderately more 
expensive than civilian machinorv until and inc luding 1911, be¬ 
came ronsiderablv cheaper than the latter during World War II, 
and continued so through 1948. It is furthermore probable that 
armament* and munition* did not participate in the price boosts 
\ of alKuit 30 35 percent ) on civilian machinery effective January 
1, 1949, and mav not have participated in the price slashes on 
civilian machinery effective Januarv 1 and July 1, 1950. 

The data of the 1911 Plan show dial the munitions industries 
were experts! to 1 k> mote profitable in 1941 than the industries 
producing civilian machinery: the Commissariats of Defense In¬ 
dustrie*, 18.0 percent; Commissariat of Heavy Machinery, 6.6 
percent; Commissariat of Intermediate Machinery, 15.2 percent; 
Commissariat of General Machinery, 17.8 percent; Commis¬ 
sariat of Klcotrie Machinery, 8.8 percent/* The fact that the 

a* The lump in ihr prrrrntasr* lo w*gr*, Dpkrrp. and (hr rnwcfoal group of 

miltian rtprndiiurr* in l<MA. nhirh m*\ appear cringe at fthM gUnor. h» riplamed bv ih* 
lift lhal thr prior* «>( ihr iuu ibrrr groups and of arms menu moved in oppo*nr dirmkni 
•hr? 1910 

J94t Plan, Smpptrmriu, pp U. SW?-fiT 
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same Plan ordered a greater cut in production costs for the muni¬ 
tions industries than for civilian industry (11,1 percent for the 
Commissariats of Defense Industries as against 5.3, 8.0, 7.0, 
and 6.0 for the four commissariat* of machinery in the order 
given above) may indicate that in 1940 the greater profitableness 
of the munitions industries had lieeii even more pronounced than 
it was according to the 1941 Plan. 

The situation with reference to production costs and profits 
of the munitions industries reveals the familiar Soviet picture of 
goods only recently introduced in production. It seems s|**dfi- 
cally to indicate that the output of munitions consisted to a larger 
extent of newly introduced items than was true of the output 
of civilian machinery (this fact is also known fiom other 
sources). All this points to the prohahthiv that in 1910 the cur¬ 
rent prices of munitions were moderately higher than the current 
prices of similar civilian giwuis for example, that a tank cost 
somewhat more than a comparable tractor. Moreover, there is 
evidence, though somewhat insecure, that armaments were over¬ 
valued more than civilian machine!v, also m “unchangeable 
192t> 27 prices/* 

Official assertions leave no doubt of a sharp cut in the prices 
of armaments, munitions, and many other military good* during 
the war, mainlv m 1912 and 191.4. It seems certain that after ihis 
rut all these goods Irecame substantially cheaper than comparable 
civilian giwwls. Vo/nesenskn, the president of the Onsplan, 
that the prices of war industry declined 28 percent from prewar 
to 1942/ Turetskii gave the same |»errentagr for the decline of 
the index of wholesale prices of “militarv output” since prewar, 
but related it to 1913 rather than 1912/" The most important 
type* of combat weapons declined in price l»v as much as one-half 
to two-thirds, according to the same author/* Zverev, the Finance 
Minister, speaking of finances during the war. said that the price* 
of armaments, munitions, and equipment delivered bv industry 
to the front were reduced to less than half/' Plotnikov specified 
that this occurred in the war years through 19 FI/ 1 Itelov repeated 

V A V amvwntkit. r«/ lienami of fA# ( SSft Junng the • r <ttr I Mwm*, 

2 " 

WTmnnkn. !*tr* 4t tumminrtn *« mi thr l SSR, p |V4 *+ Nem 

*•* A H Fin*iv»r* «q 4 Wulivt ( ot>*uwoki» l« llir 1 SSR." fi***c*j 

of the ( ssft fot XXI Ytort. 1917 47 1*171. p 70 

Flofiuko*, off tu , p Z>2 
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Turetokir* statement that during the war the prices of the most 
important kinds of combat weapons were reduced by one-half to 
two-thirds, and added dial only in 1943 the prices on military 
output were cut by a total of 35 billion rubles." 

The cuts in prices were not limited to finished armaments and 
munitions, but applied also to materials and semifinished goods 
used in their production." 

The drastic rut in prices of munitions was supposed to have 
been made possible by tremendous slashes in production costs. 
Hie following cost reductions were claimed for machinery, which 
during the war consisted almost exclusively of armaments: 24 per¬ 
cent in 1911, again 17 percent in 1912. and again 9 percent in 
19-13/* If it were permbtible to cumulate those percentages, the 
total decline would haw* amounted to not less than 43 percent. 

Specifically with reieicnce to munitions, Turetskii said that 
‘'the savings on production cost- attained during the Patriotic 
VI ar whnh |M*rrnitted the substantial price slashes on munitions 
were about equivalent to the cost of conducting the war during 
150- 1M) davs/' f * He a No slid that the savings on production 
co*ts of imhwn, consisting mainly of munitions, exceeded 50 
billion ruble* during the war vears/' In the third war year a 
cannon ‘•hell *o*t less than one-third of what it cost at the begin¬ 
ning of the war/ 

\II ibis 1 * of course absurd. Wage* and some other costs went 
up sJuii plv. The method of computing production costs employed 
in the l“SSK I thev are computed under the assumption of ceteris 
fHirihus and nnlv for the so-called comparable output) has ob¬ 
viously much to do with the claimed cut in costs. Whether it can 
explain all of it one is not able to say. Actually, the radical price 
reductions of armaments were probably accompanied by a rise 

P tkio*, "Ixottcmic Wt«r» M ihr t SSR m ih* Great Patriotic War." Qu*uu>nt of 
Rconcmu i 19V, V* Tv, r M Thr »uh«i*DU*) prior redunmn of amtmmU diiru| 

(hr war «m *}*> ctnphamwf h* V hur«k», The Plan^f of t he \atu>nal Economy ot lie 
l O ft (in i M 19491, p 1ST 

n Thu M<girni tn 1912 and 194.1, according to Turet*kn (op nl . pp 106-0?) “In 
mm, aih hird \o r»*»c h*lf *f ihr let* I reduction m pftNiurtmn com* of ■ rot*in ankle 
i» hmttfhl about hf the rslsrlion *n pnew of the purrhawed material* and other bmmu of pro- 
d action ** 

*• V omnnttiii, r at fcono**\ of the t SSR dttstnf the Patriotic War, p 134. 

** Ttimakfi, op <i/ . p II? ** fhtd , pp 100,134 

»f /Sid p 101 The Matemenl » made mu ha*e pertained to the price* paid by the 
armed force* But it t* found in the «fiwu****i of production com* and i* therefore la be 
interpreted a* pertain Inf to ibrw 
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in rest*, and this implies that the munitions industries, which were 
profitable l»eforc the war, joined the ranks of the heavily aubai* 
dized industries when the price slashes l>egaii. The magnitude of 
the subsidies receded bv the munitions industries during the war 
and postwar vears is melevanl to the piesent analysis. ’’ But tlie 
impossihilit) of determining exactlv the le\el of prices of these 
industi ie> or thcii relation to the pi ices of comparable mat hinery, 
which are known, is of course verv relevant. 

There mav have l teen some more leeent cuts in the pnees of 
munitions, alnnit which no one wa* (icrmJttcd to talk. In ari\ case, 
there is reasoriahle ccrlaintv that at least until the end of 1**18 
the prices of munitions were not raised or, if some of them were 
raised, the mciease was but small. V\ ith small exceptions, the 
prices of industrial raw rnatenaU and matlunnv remained un¬ 
changed all thiough these vear*. Ihere is, ihrrcfoie, no reason to 
assume that armaments would have item among tin* few exiep- 
lions involving [true Uses. There is, mornorr, Mime spn iftc 
evident e on this matter. 

The mililarv budget lor 1 ( U7 was retimed b\ 7> <» billion 
rubles, /vei r\, the f mam r Ministei, pointed out m his report 
that this happenetl in spur ni tin* im lms* in tood pm e* ami in 
pax of the men in the armed ton «•-» who h had 01 < ni red at ihe end 
of 1046. In (tunpaiable pm r*, tie sjid, the de< line would have 
l>eeri equivalent to 2 I pert ent, ' i.e., to 17.1 billion rubles. In a 
similar wav, the 1018 mililarv budget was redm ed b\ 0 A billion 
ruble* but in comparable pm es woubl have det lined hv 2.7i bil¬ 
lion rubles, at cording to /vnev.‘ While this lime lie did not 
mention the items whit h have Income more expensive, these mav 
well have lieen consumer**’ goods other than food. the latter indeed 
having I teen me modeiateK cheaper at the end of 1 ( U7. More¬ 
over, the whole difference between the actual appiopnalinn and 
that at comparable prices was small 2.2 billion rubles or 3.3 
percent of the total appropriation for the aimed foires. 

The relatively small increase in the hudgetarv allot afioris for 

\\ li*t th ++ •lifl m*kr ihrtr rtiimut*-* «n < urrrm unU"*n ptnr* 

Ufrr Hjis< r m»ltr *U»»**nrnf* I t »hr *e*ir * IHry H*»r tr» *«*t>*i Irr thr iliinrt m»Ii 

*+ srtl mm ?h<* in fkr^O nr* |. gwiH« u*rH >rt pr wtmnr.n nf Kmjuifnu i • lTan*C"M«l»tn 

(•rtiiii^n ttwsl f U.th 4rmjmrn,'* pr**prr «n \ th«* *>*>*1* m thr f •*l«ri>on rir Th^t** 

hn i»(ift«) i spiral rflr* i m <»e rilN>n krrr «huh rnakr* tl ntrrcnrU fliftuuli In nlimalr tbf 

tool Him of ** Vf**«w"i.w p4prr« «( FVH 7 I<*17 

* + * The OM bn«l|ft report m M*mo» pi(im ol frji I 1*HB 
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the armed forre.% of only 19.3 percent in 1949, in the face of the 
large to very large increases in the prices of all goods which are 
neither armaments nor consumer#' goods, and of transportation 
charges, makes it prohahle that the price boost of producers' goods 
up to 3(X) percent and more, and even that of civilian machinery 
by about 30-33 percent, effective Jarman 1, 1949, did not touch 
armament* or imolted them only to a very small extent. 

The e\ idence on the price developments in civilian producers' 
good*, freight rates, and specifically on the changes in the prices 
of munitions lead* to acceptance of the following factors for con¬ 
version ( from current prues to real 1926—27 prices) of the ear¬ 
marked expense* on the armed forces oilier than those on salaries 
and upkeep of the personnel, and miscellanea: 2.5 in 1937, 3.5 
in 1910, ami 2.75 m 1918/ 

Total earmarked expenses - The conversion of the expenses 
on the armed forces, spccifirallv so earmarked, to real 1920-27 
puces in 1937, 10|0, and 194ft, a* here undertaken, is shown in 
Appendix Table II. In sumrnart form, the earmarked military 
c\|h*ii*cs were a* follow*, with the 1927-28 figure added and with 
WMn '•» computation, m dollar* at American 19W) prices, also 


gi\en for comparison: 

Bull' n robin 

B ?V « robin 

BsiStoti dollar* 


Hi jrrrtii 

*1 rral lVJr. 2" 

ai 

\ p*r 

prttft 

plim 

prene* * tUUrr) 

iuj: :a 

n ; 

n 7 

0 8 


IT i 

» 7 

1 3 

I^Ui 

Mr 7 

1 > 2 

U 3 

vm . 


H \ 



The greater me iea*e from 1928 to 1937 in the estimate made here 
a* compared with VI v Icr'* i* surely due to the fact that the number 
of men in the armed force*, to whose pat and upkeep Wvler ac¬ 
cord# a greater weight than doe* the writer, increased relatively 
less in that |>enod than total militart expenditures. In 1937-40 
the rctei*e was true, and Wtler’* computation therefore shows 
the gieater percentage rise. 

The data in the tabulation imply practically the same ear¬ 
marked defense expenditure* in 1948 as in 1910. As with many 
other moderate differences, we cannot be certain of this one. The 

*i The rounded Ini in of ibrw larior* elrnrl? Mrm* their trbiirm n»iurr, 2 75 h nctn- 
■11? not t figure with (wo dmiBilt, but on* hilfva) brlirtn 2 5 inJ 3 0 



56 THE SOVIET ECONOMY DURING THE PLAN ERA 

difference between the two years may well have been several times 
the 0.1 billion rubles here computed; or the 1948 expenditure* 
may have been even somewhat smaller than those of 1940. But 
the writer is reasonably certain that his analysis in more reliable 
than Bergson's, reflected in the latter's statement: fc The current 
[probably 1947] expenditures [on the armed forces] in real 
terms are perhaps about as large as, if not larger than, those of 
1939. . . In 1**39, the earmarked military expenditures 
were 31 percent smaller than in 1910 | in price* of the respective 
years ) and probably were substantially below those of 1917 and 
1948 in comparable term**. 

While the relation lietwrcn the 1910 and 1948 military ex¬ 
penditures cannot Ik* established with certainly, it seems reason¬ 
able to a^ume that the "hare of military expenditures in net 
national product was not smaller in 1918 than 1910, Iterative the 
1918 net national product nun l>e assumed with certaint\ to hair 
been moderately lielow that of 1910. There is no occasion to dis¬ 
regard the official evidence on the severe cut in prices of war 
materials, in which there «ccms to be no good reason not to lielievr. 

Total expenditures. \ny estimate of the total milibirv ex¬ 
penditures of the I’SSK is ne<e-saril\ a particularly wild stab in 
the dark. But if it l*e assumed that a large part of the expendi¬ 
tures on atomic research falls outddc flu* earmarked military 
budget, ami if furthermore all con->truction of a military nature 
(even that which would Ik* under private investment in the Tinted 
States) Ik* included in military expenditures, the total of such 
expenditures may have amounted in 1918 to 20 billion rubles at 
real 1926 27 prices. 

*i Una B-rrgwxj, rMm*r " / <r 0 n$n Iffwn Jttinsry 

)W8. XXVI. STS 

h ith rcvrntKim, fVrjt*on shr artra** ,n wagn* *m<-r low »* $ vtrdtiui lor 
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»M . " (iU, p 67) A Iftoidut# » bfily • luli'trntti r»*n«px»nu» plarr to withdraw a 

eotwlmimi whtrh «n thr r**r»rr *»f a *prt ml »rtsrSr on »> *ila1ty unjmrtant a tubjrrl a* Sumn 
Art ram nprs^itafn Part of thr oAnaJ rrMfenr* on thr rat# in munuron ptirr* qmMrd aim** 
w*j a*ndablr b«lote the publication of ih* qouted unit* of ihr innai* Thn rrriaioiy war 
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There in a famous old Russian joke which fits present condi¬ 
tions in the Soviet Lnion: "if it is written on the cage, "this is a 
lion/ hut you see an ass in the cage, do not trust vour eyes/’ On 
the iron curtain i* written, “greatly increased consumption 
levels,” “happy, well-to-do life has come to the poverty-stricken 
Russian worker and peasant,” and so on. Through even the tiniest 
holen in the curtain are clearly discernible the greatly reduced 
housing space in cities, the diminished supplies of formerly avail¬ 
able animal products, the considerably lowered supplies of textiles 
and many other vital things per capita of both the rural and the 
urban population. But many students of the Soviet economy stare 
at the inscription on the cage and refuse to trust their eyes. 

It is rertainlv not too difficult to estimate the value in current 
prices of what the Russian population consumed in any peacetime 
year. The computation cannot be made exactly, it is true, but with 
sufficient rare reasonable results can be obtained. As soon as 
price and eo<*t indexes are applied to such data, one of the prin¬ 
cipal mainstays of Soviet piopaganda disappears. But the price 
and cost indexes are essential. Without them the data in current 
prices are almost useless. The reduced consumption levels can 
Ik* easih ascertained also by analysis of consumption in physical 
terms. 


LIVING-COST INDEXES 

l rlxm nope corner*.- -The price indexes of consumers’ goods, 
part of the living-cost indexes here computed, were used above in 
die analysis of retail turnover. All computations are preliminary 
(see the tabic on p. 58). The reader will find in the Appendix 
Note a short description of the procedure employed. A few ex¬ 
planations of the indexes will suffice at this point. 

The indexes apply in the first place to living costs of urban 
workers. A rather complicated procedure w ith reference to prices 
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was followed. The basir computation nib in M<h pines m 
state and co-operati\e trade 1 he indexes for 1017 and 19 W were 
then adjusted for the fact that in 192(> 27 and 1<>2H part of the 
purchases were from private trade at higher pru e* f no such adjust- 
meat was made for 1010, however, localise evidence exists that 
prices in kolkhoz markets were substantially higher than prices in 
state and co-operative stores. The Anal stage was to adjust the 
indexes for the almost complete elimination of the regional dif- 
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ferential during the Plan era (Moscow prices were substantially 
higher than the l T SSK average before llie Plan era). 

As weights, the latest ones released by the Central Statistical 
Office in co-operation willi the Gosplan were used. These were 
based on the actual composition of ex [lendi lures in 1925-26. The 
analysis in the Appendix Note leads to the conclusion that the 
shifts in coni|Misition of expenditures from 1925-26 to 1928 were 
such that the rise in living-cost indexes in subsequent years would 
have lieen smaller, if they had lieen based on the expenditures in 
Novemlier 1928, the month of the 1928 survey, rather tlian upon 
expenditures in 1925- 26. But the difference is small. The 1937 
indexes, fot example, would have lieen lower by less than 20 
points, pos»ib)v on!\ by 10 point*, if based on composition of ex- 
penditurr* in 1928 rather than m 1925-26. It is. moreover, 
cpiesllonablc whether the composition of expenditure* in 1928 
would have been a letter vard stick than that of 1925-26, l»eeause 

the improvements m composition of the worker’s budget IwMween 
1925 26 and 1928 were soon lost. 

In view of the i untrover*ial nature of the topic, and since the 
results m anv event reveal a highlv unfavorable situation with 
refetenee to real wages, effort was made to keep the indexes at the 
lowest level jM>ssibh*. Hie treatment of {Mitatocs and vegetables 
necessitated b\ llie absence of suitable material. was the only ex- 
reption. But the Hinder atelv boosting efil'd of this item was amply 
offset hv disregarding good wheat flour as well as the compulsory 
shifts m consumption from flour to bread, fiom meat to sausage, 
from cigarette tobacco to cigarettes, and so on. The rim* of the 
indexes was furthermore minimized hv basing the price index of 
shoes on the lowest qualitv of leather shoes, etc. i see Appendix 
Note I. 

From 192(> 27, li\ mg costs of urban workers, as shown in the 
preceding table, rose 8.2-fold to 1937. 12-fold to 1910. and 23.8- 
fold to 1918. The rise was sHghtlv smaller from 1928, namely, 
H. 1-fold to 1937, 11 .9.fold to 1940, and 23.4-fold to 1948. To 
lie on the safe side, and specifically to make the indexes applicable 
to all urban wage earners I see discussion of the living costs of 
employees on page 107 k 750, 1,100. and 2,200 are uniformly 
used as the living-cost indexes in 1937. 1940, and 1948 respec¬ 
tively, for Iwith 1926 27 and 1928 as the base. 
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Unfortunately the data are insufficient for extending the In ing* 
cost indexes of urban wage earner® to a time after March 1* 1950, 
when the latest cut in price® of consumers* goods occurred. Food 
price®, weighted bv the 1925-26 expondiluie® of uihan workers, 
declined about 50 percent, the price® of clothing and shoe® about 
20 percent, and the price® of all good® In loughlv 25 percent from 
19-18 to March 1, 1950. Howcvci, the cu®ts of ®ervice® rose, al¬ 
though at an unknown rale. If the im tease in the cost of service® 
was equivalent to 50 percent,* the total living-cost index declined 
almost exactly 15 percent from 1918 to March 1, 1950 

Rural population ,—In tabulating tlir changes in living cost® 
of urban wage earner®, the effett of the enforced shift from pur¬ 
chasing flour to pun basing bread was disregarded That shift 
involved a considerable enhancement of living costs, though pri¬ 
marily in small or not verv large titles. In large cities, home 
baking of the dailv bread wa® not w idespreud even Itefoie the Plan 
era. In them, the disadvantage* I rum the greater price rises of 
flour than of bread, ami of letter flour than of poorer flout during 
the Plan era, consisted mainlv in the net r®®itv of alMauimg from 
home preparation of the more fam v item® like pirogr. kuMna- 
Aa, and the like/ or in having to pav the disproportionately high 
prices for the white flour from which such fane v item® an made. 

In smaller cities, and esj>ec lalh in village®, the disadvantages 
from the prohibitive flour prue® \ relative to blend pro c* i during 
the Plan era were much greater Before the Plan era, when a 
peasant was short of hi® own bread grain, he would buv the needed 
grain at semi wholesale price®, frequently in the peasant®* market, 
or from another peasant in the same village*, have the grain ground 
in a custom mill, and hake the flour at home. No let polo les put 
an end to this. W hen a peasant l® short of hi® own bread grain, he 
in almost alwav® forced to cover hi® drfic it hv buv mg bread from 
the government. Tin® frequently involve® trudging mile® to ihe 
railway station, the only place where government bread can be 

c 1 a Vftwwuiw ih* flfruif carr*«t pnr* *•> r«j*H fr«« 41 krprk* in W) koprk* pet kilo 
watt boor m 1VW tb« pr x* of b»i |r» m 13 V) iu S4 06 rubie* pet un ti \a upward 

rr^nuofi «f tb<r boat mg rrot wm *>trr<tu<r Tb* Ar<rd kr *l b*u*m* rwprr tally urgrnl mi 
m« rtf the ftr«t brtQrti of eoA^irm-CioA ro*C* Jafitury 1 l*rti0 Wb U> H i* mmbbimsI 

thrtt Mirk m msumb (KCHrrol. lhi« Arty be * rt<og 

* l BArtlly brtird dough with blling, moiilr n#n but ik «ub amt mlwr ingiodreei* ia 
rtrtrtArt form 
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purchased* and the time spent may considerably exceed the time 
necessary in making the bread at home. 

The average farm price of rye was 4.46, 4.64, and 7,62 
kopeks per kilogram in 1926-27, 1927-28, and 1928-29 re¬ 
spectively.* With virtually no loss in weight in converting rye to 
whole-rye meal and with the high water content of common rye 
bread I perhaps 40 percent when the peasants bake it, over 50 per¬ 
cent when the state bake# it), common rye bread is unlikely to 
have cost the peanuts much more per unit of weight than the 
average rve prices stated alwne, and may have cost less. The gov¬ 
ernment, however, charged 85 kopeks for its waterlogged bread 
in 1937, 85 100 kopeks in 1940, and 280-320 kopeks in 1948. 
Hence, common rye bread purc hased from government stores in 
1937 mav well have cost the peasant at least 15 times as much as 
the name bread, made from purchased rye, cost him in 1926-27. 
As compared with 1928, the increase in cost is unlikely to have 
l>een less than 12-fold. 

While the increase in the amount of bread and other baked 
products puichuscd bv the peasants during the Plan era cannot be 
determined exactly, millions of tons were undoubted!), involved. 
Tins iw implied in the fact that the output of bread and other baked 
products bv state and co-operative bakeries amounted to 16.6 
million tons in 1938, a doubling since 1933, 4 and at least a quad- 
luplmg sun e 1928. The mban population of 50 million in Janu¬ 
ary 1939 is unlikeh to have purchased m 1938 as much as 200 
kilograms per capita, or more than a total of 10 million ton#. 

The fundamental changes m the tvpe of purchasing done by 
the rural |>opiilation during the Plan era. as caused by the govern¬ 
ment policies, are dearly reflected in official statistics. The pur¬ 
chases of farm products hv the rural population in 1927-28* were 
estimated ns totaling 2,932 million ruble#, of which 2,419 million 
rubles’ worth was acquired from peasants and in peasant markets,* 
and 513 million rubles' worth from regular trade channels. Thus 
little more than one-sixth of the farm products was obtained from 
regular trade. The purchases of farm product# from peasants and 

* C*»**f<4 Figwttt iht Van***/ Fnf**«»n f SS/t fot /0-V p &A1 

* l /OH 1# p TT 

• la Pirn i. \A II, t»*n 2, pp T4~T$ 

• Tbf "latra pataant laio*m " 
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in peasant market* amounted to one-third of all purchase* of the 
fann population, a word mg to the Miurce cited, In a few \ears, 
the^e purchase* Uvarne almost negligible. Maigolin, an otlinal 
analvst, estimated the purchase* of faun piodurt* bv the lural 
population in kolkho/ inaikets at onlv 5 pencil! of their total 
purchase*/ W hile Margolin dc*< nhed his ver> detailed tallies a* 
arhitrarv, thev arebroadlv applualde to l*Ua 

Although it is posmldc that the pine** of goods whnh could 
have Iktii purchased h\ the peasants tot their mono income* in¬ 
creased more, |>os%i|d\ i onsiderablv mote, than the living-cost 
index of urban worker-*, this index, with the discount allows! 
for wage earners, is ncvcrtludcss u*<d here foi deflating current 
prices to real l ( )2t> 27 pm es the ivu onus ot the total |»opulat)on 
{aside from the income ot the farm population in kind and the 
cost ot upkeep of the men in tin* aimed forces, which aie con 
sidered separateU ). This procedure will provide u safeguard 
against underestimation, it anv, <d the rnonev income* themselves 
and anv other error* 

pKIV m < ON si MCI ION, F SUM 4 mi 

In turrerU price* Pro itr consumption in 1**27 2ft is as¬ 
sumed to have l>een eipjivah nt to 21 billion rubles at l f *2t> 27 
pro es/ 

The puhluation of Bergson * stuilv on the Niviel national 
meome and prodint in 1 € >HT makes superfluous the* present 
writer's similar computation of the income of the population in 
1927 in current prices Bergson's estimate of the incomes of 

* \ s Vfjir $ l a Rmnin r If li f tf r aH i tr*t ’*«- f ; b an k t VI w 

WU)l p 

♦ IVrr « n aha, * tb r rf~rr* r ■ *1 » C eur* ht f’ n* iV If 2 

y Sfi t £Avr 2* I j n i i* l-» a* thr n D4J tutri n 1 rrakr (hr f furr m 

p&tabr »i*h I r «u*« | »*jr * stin iri'n ! rr* I r C «n n nin-tm^ot 

an i ***** * u f hi»r l b<r « i \r i|«-j r ■** I a I a**"* ri»* r tl r j j * (< 1 f«*» l n 

wou Ik t *1! w C r th* f* l t E a( » * /t(f u j )'n m W* 2W { t *» «1 h »rfr i i*hf % 

1* srf (haft lh 4+ * 1 !'*>*- 2 

Th*’ nan 04J in m*- r*> mi*'-* * »f f * * f-n w I I » tbr t* *1 Ur jswir 

In a* f / gum *^r \*t 14 ? h*ir m* t WR » t 1*2*+ M \ | V*l ibc 

tr* splaft fir«t r^timatr*! (hr V*Z 2H nat iu im mr S **#>{ < n cpi at 2) 4 1 »Jln*n ruhlra 

C !V2r> 2" pfterO »f i I) hi ! ft (U |r» b nhrr ihift thr rrr*p ft lift* (ft (hr )u f‘l4n, 

aft i thru 1 pp “11 ga*«- )ft »r tbr lira Un* Ot»tr 1 «m o * t Nat dal bf we a * rwf ut# 

turn wh«h rrm a h nm** i ihr Curt an n rpe ( 0*11 »a« t to < nv* ll^ir (hr i< ul i* 2* * 
bilivm rahtr* i\*2* JSR pr i« <r* * H (hi* hj^urr mrtr u«r»J 1 * ■ b«*c I92R (ritftir r«»ni«nplMKI 

a( 1926-2“ pn ra * nil «* *rk o«i at 22 rwblrs 
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household* include* soldier*’ pay and subsistence, and the im¬ 
puted net rent of owner-occupied houses, and, with the method 
used, it may include the cost of maintaining the inmates of con¬ 
centration camp*. According to hi* estimates, current earnings 
of household* were equivalent to 181.3 billion rubles in 1937, 
of which 30 billion ruble* represented net farm income in kind, 
2.5 billion ruble* the estimated cost of military subsistence, and 
4.3 billion ruble* a statistical discrepancy.’' The farm income 
in kind will I** dealt with separately; the cost of the military sub¬ 
sistence already estimated will also lie added only at a later stage; 
henee the balance* including the statistical discrepancy, is 149 
billion rubles. 

The wage fund of 1940 was ofhcially given at 162 billion 
rubles/ This figure includes the pay of the men in the armed 
forces | probably also the cost of their upkeep), and possibly loo 
the cost of maintaining the inmates of the concentration camps. 
All other items which will make the total comparable with 149 
billion rubles m J937 ma\ be estimated at tiK billion rubles. Thus 
total private consumption in 1910, except for the farm income in 
kind and the of the upkeep of militarv hirers, was equivalent 
to 230 billion rubles. \ similar computation, blit based on more 
uncertain evidence. leads to a figure of around 400 billion rubles 
in 19 W. 

In real 7926 27 fnue\. The computed values in current 
prices foi the total pm ate income other than the income of the 
peasants in kind and the cost of upkeep of the men in the armed 
fours, deflated In the living-eo*! indexes as computed aliove, 
\ield the following values at real 1920 27 prices: 



H.I‘» n rui>»r* 

c < im**i 

Bills* ruble* a( 


41 «un-mi 

*H‘0 

ie*J WJf»-2T 

Vr*r 

pn* r. 

fai i.»i 

pi ICC* 

tut: 

. 1 19 

7.5 

19.9 

V>U) 

. 230 

11 

20 9 

wta 

. 400 


1H 2 
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*«rkinfi pisvpjr “ Tnuitirr arm*. which amounted in 9 2 billtcm robW asvordio* lo Bfipwe, 
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Next, the income of the rural population in kind needs to lx* 
determined. Only a rough appraisal is possible, hilt the method 
here used has at least the advantage that real quantities are visual* 
iied and the determination is in terms of known prices and, more¬ 
over for the most part dmvtlv m 1026-27 price-*. The gross 
receipts of kolkho/niki and individual peasants in kind were esti¬ 
mated bv this writer for the 1937 38 and 1*138 39 crop years 
at 1926 27 prices as follows tin million rubles): 
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The turnover of knlhn/ marker was oihnallv estimated at 
17.8 billion and 21,1 billion rubles (current piursi in 1937 
ami 1938 respectivelv. >incr the turnover m these marker in¬ 
cluded onlv small quantities of the products which showed the 
greatest price ri*e^ from 1928 to l l U7 and ]9.38, the turnover 
in 1937 38 mav U* estimated in 1926 27 prices at somewhat 
over 3 billion rubles. According to kagarlitskn, R3.3 percent of 
the sales in kolkhoz markets were made bv kolkho/mki and indi- 
v idual jieasants. But in making this statement, kagarlitskn u*ed 
an expression whic h makes one believe that he lias in mind onlv 
products actual!) delivered to market places. The shate of the 
kolkhozniki and individual peasants in total trade of kolkhoz 
market* mav have l»een even huger than 83 percent. On all these 
considerations, the sales of both kolkho/niki and individual peas¬ 
ant* in kolkhoz markets and their consumption in kind in 1937 
are assumed to have l>een about equal, close to 3 billion ruble* in 
real 1926-27 prices . u 

ii P K*fulit«liii. ’*(*■ ki4kH«i Mirk^C TiiHr, ' i nf FtAnemuM 1^10, No V. 

t % 

>3 Accord io* lo (Ismp Ihchorary Handbook os 5ociW F.t vnemir Stmt iifiri (2d rd . 1946}, 
p 93, line noBBBAiVoiod Una prn»diitl' of (ho koikhair, knlkbotatki. and hk1i«kIuaI peasant* 
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To estimate the income of the farm population in kind in 1940 
is particularly difficult because no data seem available on the 
status in the new territories, and the situation there certainly was 
different from that in the pre*1939 territory. There is no doubt 
that in the pre-1939 territory the income of the peasants in kind 
was substantially smaller in 1940 than in 1937, which was far 
the liest agricultural year of the Plan era. Three billion rubles 
at real 1926 27 prices would seem a reasonable estimate of the 
income of the 19 M) farm population of the USSR in the new 
boundarico. 

The year 1918 was one of scarcity for Soviet peasants. The 
distributions of the kulkhozy to their members, the kolkhozniki, 
were \ery small. The kolkhozniki’" own output was pressed 
down bv government action to considerably Itelow prewar. Yet 
the great fall of price- in kolkhoz maikets probably necessitated 
the sale In the kolkhozniki of relatively large amounts of their 
products, t ine can l*r reasonably certain that in the pre-1939 
terntoiv the incomes of kolkhozniki and individual peasants in 
kind were -mailer, or in anv ra«e no larger, than in 1938-39. a 
poor year. While the government'- grip on peasants' supplies 
m most new territories wa- not yet a- strong a- in the old, the 
jwavint- of tho-e urea- also rertainh felt the pinch. The income 
of all kolkhozniki and individual pea-ants in kind in 19-18 is here 
estimated at 2.3 billion ruble- I real 1926-27 price-1. 


are h I w eva uated at the iK<s<r ptnei tt» fed 1 r all marketed octant Him (including obit 
U iver r* ' Tie *e»|t t**f atriage pro** fr*iired fey (hr k< lh Hv n an f pr«««fttt in 1938 

were ib II! I * I t I ft *e f 2* (ril rtilnl tn T ht /Viz* chapter III) 

llrme the *» -me 1 the farm p puta'on « kind m 19,1* wa* leu# than billion lublt* at 
current jr *m TK» *#wrr mpiin w *b Ilerf*An’» estimate of 30 hiih**l) ruble# (“Vwiet 
Vatioaai In me an! Tt •*'« t m Part I * p 2111 It anil be dw»**n m ffc* Smart Prwe 

h %i ter vj that t 1 *' }» tedur* uw \ kt fb-jf w n m 'Mritnin «c the income of lb* peas¬ 
ant* n km t i* a I ha»e tie, t« t » <« first renu’l o«h by happy aor idea I 

ft v* tfvlr*f»rftMtb e in ar» anaiv*i* an! r*j*-*i*)ly in anaV*i» «f the Nmiri economy, 
dot merely lo accept n d*n<r «i i e * «n rrutl* of computation* pertain in* to isolated 
ar*i*f* * ; «phrrc* but u> pan** an 1 (funk whether ihcy make anv sc. whether the# are pnuMhlf, 
vk/thr* din %s m nark elkr» mi fy r ft «Arr lor n ample Tltr rural ppaUltm 

with a rctti VtahV income «n kind comp?**** *uh*ianitally »r*a than ball of the tola) Smrt 
pcpu>at>i n In add it on i** the mis me m kind, ihnt population parchawd eon* >de cable 
imeattb of farm product* rbdhific, and other nece»*iue'* in 1937 The rontratnplMMi 

Imrl* of the rural population and ?|wohia(fi ila rtiri arr *ubmantia!h wo*t#r than ibrntr of the 
urban population tn the l SV|{ PmalK. income in kind t* evaluated at considerably lower 
ptMf* in national income estimate# than the aamr good* would coat if pmrhawd If oar Lake* 
all ibi* into rwnkilrratioa one *ani»ot fat) to we that moo me of ibr rural population in kind 
could not pcwmbly ha«e amounted to t« much a* one aisih of the total prirate coni u caption 
in 1973 , the proportion implied in Hrr^wm'i ewttmalra 
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Hence total private consumption in the year* here considered 
was (in billion ruble* at real 192f>~27 puce*): 
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l >SK find it (omcnicnt to -lop in their anals-i- at * nn*urnption 
per capita of the total population tuo stated in tin* lnlrodut- 
tmn, national uu nine a* tommonlv *'imput'd i* a pool gauge of 
economic development- undei -in h tupidlv thanking 'ondilion- 
a* tho-e of the Plan eta. The -ante i* -|re«i(i<alU true ot that 
portion of the national in* ome wlinh goe- into private ion«iimp- 
lion. To -top w ith * ah illation- per t apita of the total [population 
i- -implv not |v*imi—ible, a- m the « a-e of retail tmmoer The 
situation here »- the same a- Hilli the pro— output of i on-urner «* 
goods. The fa* t that thi- output mav have more than doubled 
from 1**28 to 1937 and mav have hern almost \ bdd tin* P*28 
level in 19 10 in t nited Nate- pine-. i -re table mi p 17 I ra-ilv 
lead* to wrong eon* hi-ion- against who h one must l*e siu< tlv on 
guard. 

First of all, one rmi-l renirmlier that at the loginning of the 
Plan era |>**r capita in* omen and expenditures of the lithan popu¬ 
lation were a multiple of the per * apita in* omes and expenditm es 
of the rural population. Recording to ofln ial estimate- for 
1927 28, the income of the whole rural population was 13*823 
million rubles, and that of the urban population, 1 1,551 million 
rubles/* The total population was estimated at 151 .3 million: 
the rural population at 123. 1 million and the urban population 

1* C«*troi ft|eci of lAr \a/ti>naJ Fronomt l SS ft for 1 97S K) pp 470* 71 
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at 27.9 million. * The data imply a per capita income of the 
urban 3.7 time# that of the rural population. While the figure 
i# certainly crude, it suggest# the order of magnitude. 

Part of the difference I >e tween the per capita incomes of the 
urban and rural population* was due to the fact that the urban 
population consumed jrcr lapila muelt more animal products, 
textile goods, and even shoe* than did the rural population, thus 
representing a higher consumption level in physical terms. The 
higher |>er capita urban c\|iendilures furthermore, reflected the 
huge additional transportation costs and trade margins in trans- 
ferrmg farm products from producers to consumers. A final 
factor was that the urban population commonly purchased goods 
at a more advanced stage of processing than the rural population 
was in the habit of lmving. 

The value of processing done in the homes of consumers is 
not im luded in the value of industrial output as this is estimated 
stati'tn allv : neither is it »n< luded m the estimates of national 
irn nine. Hence the shift fnmi home to factory industry inevitably 
involves a st<iti*lical enhancement of industrial output and of 
national income, and specific# 11 v of that portion of it which 
g<K*s into private consumption. Thu* in some degree a recorded 
im least* in the value of industrial output of consumers' goods 
and of national income means nothing with respect to increase 
of national uuwimptinn levels. 

Again assuming i see pp. 30 -31 ) a 70 percent increase in the 
mban population from imd-1928 to mid-1937. with the rural 
imputation tin lining l*v U pencil!, and a per capita income of 
the in ban population of 3.7 tunes that of the riiial, an increase 
of 26 |ienrnl in pei capita income of the uholr population was 
needed meiclv to maintain consumption at the 1927-28 level. 

* u u* 

Hvr »f>trr m ato*I ihr n r n.wffipimn lesel* in the 

l it, '.u*i %» iUu p»t <*i*ua r>r 1*. rurn*'rr an ■* m< me*, i< hr uw-'l proprih. mn«t 

l*r **) tr»9« * init ihr urban and * t l hr ruu 1 |> j ulait <». Th»* %trw run noth nh»MrtM*m 

a d * at lltrvar i J hr »t i. r *. r> * i«*« lint ihr pr *<. lurr ifftw re* fhr a<KanUfr 0 ! 

h'*hrt i n*ump’’ m urban ar»* 1 *r that part ( »f ihr p pulnii^n which Ha* idtulb 

(r m thr rurti to uiban area* l*ut Jim papula?!* n jLfntip amounted in hill htilr roorr 
than 1 » |wr.rnl » k l ilv< t«>t»i p pu’atu n in ihr |wr* <1 *j*> ih^i ( ofttumpl ton IrurU <>l ihr aiUa 
|wtpul*ii<« n • rrti*n‘r *rrr not hifhrT than iHo*r of ibr rural population h\ the full eilrnl lo 
which frinl turn *rt an I «n<*vmr* pi <Apiia of tS*a popuUtnn encrrdrd rhn*c oi the rural 

pnjtuUlmn OnS *t»< h ««uS<l hair |UMihrd the u*r of prf capita dau lot the tlwlf 

population The «*m of thoar who auiutlt moaed from rural area* neterihcle** moat be 
rertircnhf ml 
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But the per capita value of consumption was practically the same 
in both years (sec p. 661, so that a substantial decline in commmp" 
tion levels is indicated. 

Furthermore, the required 26-pendent increase applies under 
conditions of cetens fxinlms except for the country*to-town move¬ 
ment of population; .spccificallv, it implies consumption during 
the Plan era in the same stages of protesting b> each of the two 
big population groups a- in l 4 >27 28. But the situation has by 
no means remained the same in stn h respects during tlie Plan era. 
The transfer of |mHC^inE from home to nulustrv proceeded at 
a rapid rate one might even ^n, im« uned with a jump fat 
lievond the amount ( ihmm utnl with the <onntrv uptown move 
ment. The same developments are involved here a** have shown 
themselves before m nut analvsi-, in appt atMhg the < batiges in 
output of consumers’ gn**ls, retail turnover, and ionsiimpthui in 
hind bv the farm population 

Transfer ot pr*Mc*Mn«r from homes to mdusttv 0 ** 111 * auto* 
maticallv with progress ,»t mdu*trv and a* wa* not the ia*c tn 
the l SSK with ri*e m In the* 1 ^ S J5 (he dtjwing of 

women into gainful <* t upations in « Hies md villager on i large 
scale was an important additional f*utoi in lostetmg sinh trails- 
fer. The effect of natural l*utor* wa*, morrvn, piratlv sliength* 
ened anil aieelerated bv delilwrale government ution I he 
government refused to sell bn id gram, and demanded dopro 
portionatelv high pines for Hour, meal, lohano, probablv al*o 
cloth and \an», relative to government pro* e**ed items from 
these materials m the form <d breid, *»t-Mge, ngarrttes, prob 
ablv also clothing and hosierv. \s alreadv "fated, commercial 
baking jumped from, at most, l milium tons m 1**28 to |f>,f> 
million tons m 1**58. ^ et total bread consumption irurrascd 
only about in proportion to the iru re,i*e of total population, some 
15 percent; so that the great ri*e in value of «ornmer* ul-brrad 
output gave no induation of rise m tlie level of per capita bread 
consumption. 

Th<* retail value oi this huge amount of additional fartorv 
produced bread certainh »a* verv mmh in excess of 10 billion 
rubles. The expense would of course have l»een much smaller if 
the demand bad lieen covered in the form of flour I urban pnpu* 
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lation) or grain (rural population) at prices in proper relation to 
those of bread. 1 * 

Consumption laris of urlsan wage earners. —So far as wage 
earners are concerned, any ideas that consumption levels may 
have been better in any year of the Plan than at its beginning dis¬ 
appear once living-cost indexes Ixvome available. Below are 
compared wage indexes, with 1928 taken as 100, of all state 
workers and employees, including those in rural areas, with the 
living-cost indexes l computed, it i* true, only for urban wage 
earners, though this makes little difference): 
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In 1037, the decline in real wages was smaller in per-hour 
than prr-vear trim-, n all wage earner* are considered, the differ¬ 
ence wa* pfobablv < onsiderahlv le*> than 10 percent. The dif¬ 
ference l*etween the imrea*e in |*er-\car and per hour pay from 
1928 to 1910, if am . wa* negligible. The per-hour pay may have 
declined from 1928 to 1918 somewhat more than the per-year 
pay. Oth< ml statistic* on hours wo iked per year seem not to have 
Iwren made available for manv year*. 

There are a few factors which were not considered, or were 
considered irudeijiwtrlv, in those indexes. One of them makes 
the situation somewhat le*s disastrous; two operate in the opposite 
diirrtion. 

The writer has no evidence on the prices charged in canteens 
of the various stale enterprises and organizations. So far as these 
purchase food, thev seem to l>e burdened with the same high turn- 

'• ih* if»nOrr v ormni tvm bn*r* *o joialul rttlripnar* i» • nnntrnl prom*, 
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mat . 4ii«tni nsi hi h*«*a on jw«In<iHvn < 0 * 1 * FornsJ i* lb* papula! km hi erwk 
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a p*»r of nittmi |nv Wr ifa»4(Kkl4 F*rtbef*nete. R»n« pw^i 1 rtm*t having in «al Mnangn 
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over taxes as everyone else. If the enterprises produce products 
for the canteens on their farms, they are subject to obligatory de¬ 
liveries. These deliveries are, however, much lighter than the turn¬ 
over taxes, and the enterprise* and organizations certainly make 
every effort, e\en not fully legal, to reduce the prices of the meals 
to their personnel as much a* possible. There i* reason, therefore, 
to assume that the price of the meal provided b\ the canteens is 
on the average substantially lower than that which would be in 
line with the iudexe* of food pr ice*. 

A hard and significant fact with reference to consumption 
levels in the cities i* that housing space pci capita was mimed 
from the verv *mal! amount of *<]uaie feet to If) square feet 
per capita fiorn 1028 to 1037, and continued to decline later. 
In vie* of the very low hou*r rent* m the l »K, tin* great de¬ 
terioration did not release much pun hasing power for other ex- 
perisCN. The second advert* fa* tor was the fact that pur* liases 
of state |>ond* hat) Uvome compulsory ami, at bast thus far, rep- 
resented an almost complete loss. This item i* not ion*idered in 
our liv ing-cost indexes. 

The effect of the two unfavorable factor* at least offset the 
advantage of hav mg the meal at the factmx * anteen at a relatively 
low price, so that the disastrous picture revealed m the foregoing 
tabulation remain* fully in force. While the wilier did not look 
forward to anything favorable, he wa* *timned hv the result*. 

In somewhat greater detail the development of real wage* was 
a** follow*: From 1**2.% 21, when real wage* had already, to a 
certain extent, recovered from the disaster of the < ml wat, a fur¬ 
ther me of 32.0 jn-rcrnl bv 1 ( *20 27 and of 03.7 percent bv 
1927-20 wa* emountered. " >oon afterward, a piecipitate re¬ 
newed dec line started. 1 am unable to *av when the InUtom wa* 
reached. ' By 1937 there had already l»ecn a lug improvement. 
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Yet in that year, the wage index based on 1926-27 was 487, while 
the living-coM index similarly computed was about 750. The 
peak of the Plan era with reference to real wages was probably 
reachwt in the first half of 1939, when the wage index stood at 
about 600 < 1926 27 100| or 550 < 1928 = 100) with the liv- 

ing-rost index no! substantialh higher than the 750 of 1937. The 
decline in real wages in 1910 appears considerably greater if 
related to the status in the first half of 1939 rather than to the 
status of 1937, r* penally since the consumption levels of the new 
territories were ‘»ub*lafitiall\ higher than those of the pre-1939 
territory. 'Hie great deterioration of real wages and consumption 
levels duiing the war is a matter of record. The war status in this 
rcsjwvt continued through 1917. In 1918 the situation still was 
consideiahh war*** than in 19Ml a bad \ear al*o.* ft It l»ecame 
sulManhallv better after March 1,1950, but onlv relatively. Heal 
wagcHirun have become -dightlv higher than in 1910, a year which 
was virtu.illv a war \ear mi far a* consumption levels are con¬ 
cerned. The c oiwimption level* after March 1, 1950, were eon- 
siderablv whim* than in the fir^t half of 1939, even if computed 
on an annual Iuhn, disregarding the substantial increase in the 
mimlw*i ot hour** worked. 

1 lie Plan era wa* c haracteri/ed l*v an almost mtitinuoun dc- 
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dine in the number of dependents per wage earner, because 
women were drawn into gainful employment and the birth rate 
fell. The increased employment of women was caused by the 
decline in real wages < enforced during the war by the graduation 
in rations), yet not the smallest hesitation was shown by the gov¬ 
ernment in making the verv decline in the iiutulter of dependent* 
per wage earner into a component in the computation of rral 
unfits. The 2d Plan simply made an equation Itetween real wages 
and “the total physical volume of per capita consumption of non¬ 
farm workers and employees”* Hie Central Statistical Ofhce in 
its announcements on the incomes in |9tR and 1919 relative to 
those of 1940, mentioned alwive Ip, 71 I, went a step further. It 
emphasized that the incomes were per working per ton. In any 
language hut Soviet Russian this would mean that real wages are 
involved. \ et the OHuv i ertainly consideied as « soun e of income 
the fact that the working person on the average hail fewer drjiend- 
ents to support in 1919and ]91Jtthan in 19R). While their is no 
reason to accept this olheial pnw edure in computing real wages, 
the fact that the number of deiteruients per worker dec lined is 
noteworthy. It helps to explain whv real wages, a* computed in 
the tabulation l p. 90 i, fell considerably more than per capita 
consumption computed bv dividing total private consumption bv 
total population but with an adjustment for the difference in con¬ 
sumption lietween urban and rural jwqmlation i p. 97 ». 

The exact decline in the nurnlier of dependents jwr wage earner 
is difficult to ascertain. The government obviously sought to ex- 
aggerale it. The surveys of 1030-35, mentioned alcove in note 19, 
showed the large decline of dependent^ per worker in the surveyed 
families of large-sculc industry from 2 .OS in 1930 to 1.59 in 
1935,' 53 or, if the worker himself also is counted, from 3.05 to 
2.59, or by 15.1 percent. Lorimer is apparent!* inc lined not to 
accept any decline, but his analysis pertains to all labor, including 
that in agriculture/ 1 The increase of the proportion of women 
among wage earners of the state from 27.2 percent in 1929 to 
37 percent in 1940 14 and the probability of a smaller number of 

2d Plan. I, .140 
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children per worker’s family in the later year make probable a 
certain, probably not inconsiderable, decline in the number of de¬ 
pendents per urban wage earner/' A further strong decline in the 
number of dependents per wage earner in postwar years is beyond 
doubt. 

llius while even in the lies! year of the Plan era, let us say in 
the first half of 1939, real wages were still substantially lower 
than in 1928, consumption levels computet! per capita of the wage 
earners and their families brought them closer to the level of 1928. 
The full consumption le\el of 1928 was not reached even then. 

Conuimption letels of fteasanls, The writer’s analysis, pre¬ 
sented elsewhere, has shown that per capita incomes of the rural 
population from agriculture fell bv a! tout 10 percent from 1928 
to the average of 1937 am! 1938, the liest two-year average of the 
Plan era *o far a* |>ea*ant* arc concerned. The analysis was in 
terniN of 192fe 27 prices. A later and more relevant analysis takes 
into consideration the fact that the relationship of the weighted 
prices received for products dehverrd to the state, or sold by the 
kolkhomiki and individual |x*asanK to prices of goods they buy 
deteriorated considerably in 1928-37. Thw indicates a decline 
in the incomes of peasants of roughlv 23 |>erccnl. Even this com¬ 
putation did not Mifhuentlv take into consideration the disad¬ 
vantages for the peasants arising from the fact that they had to 
purchase bread from the state whereas l*dore the Plan era they 
used to cover their deficit bv purchasing the bread grain, having it 
ground, and baking their own bread and other similar disad¬ 
vantages/* 

The uncertainty as to the territory covered bv the official figure 
on the 1910 turnover in kolkhoz markets precludes definite con¬ 
clusions with reference to the incomes of peasants in that year. 
In the pre-1939 territory there irrtainlv was a decline from the 
average status of 1937 ami 1938. Even the 19-10 consumption 
levels of the peasants in the postwar territory were not recovered 

by 19,30. 

Consumption in physical fcrm.-s.-Tlic findings on consump- 

** A facial which would tu«r operated m the oppxmtlr direr non mar base been I bat tbe 
prof*>Tih'« of urban worker* who had tbeir faunlie* m ihr where Imug » cheaper, 
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**upp*fim# rodeace weald appear in the npendilate* of ibe rural population rpecifi- 
call* on induMml |wd« dunaf and before tbe dan era 
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lion levels* in money terms* are confirmed liy analyst# of con¬ 
sumption in physical terms. In hist monograph on Soviet agricul¬ 
ture, the writer showed in detail the great deterioration of the diet 
in the thirties. Yet the diet gliMirhrd nearlx half of the worker** 
income in 1028, alumt two-thirds of it m 1033, ami rmi* h more 
than one-half in 1038/' In the peasant's budget, with consump¬ 
tion in kind computed at retail price**. f*H»d nun absorb over 73 
|ieicent of the expenditure*, other than taxes. 

Per capita meal consumption fell h\ alanit 10 percent during 
1028 37 in urban area*, and l»v more than 30 percent m rural 
area**. The decline in the t nnMimption of milk i including dairv 
products ) amounted to aUmt U) and 30 (»eirriit respect ivclv. The 
reduction w a* large ai*o in eggs. s ugai wa*theonl\ \ alualde food 
product * of whnh the consumption Men small l m< ieased sub¬ 
stantially There was an un reuse in the t ousumption of potato** 
and po^ildv in cheap soil*, nt vegetable*. The consumption of 
gram produt t* increased sltghtlt, hut <pialit\ deter mr ated w it It the 
great increase in extraction rates. 1 

(doth Mm hiding < Inlhe- > i- bv fat the most important non* 
fmwl product purchased bv the {topulution, rsjrei lalU b\ the peas¬ 
ants. V- with food, jvei < apita consumption of cotton goird- o {ih«> 
rural and urban |M>puLitmn de« lined dining Ili#- |*oaietime \eur* 
of the Plan era. I he fjuanhtv of r niton good-* available for private 
consumption fell from 13.2 meter* |M»f < apita in 1**27 20 to less 
than 10 meters in P>p). There i>. it is true, a degree of un* 
certaintv about these figures. '11>e *oune foi the 1**27 28 rw< 
denre stated that the figure lm luded the material ti*ed toi pun c*h* 
mg in factories, hut no such statement wj* made in the *oimr of 
tiie 1010 figure, although it is iea*onahlv leitain that the basis of 
computation remained the same. A de« line m fwu < apita »«in*iivri|»- 
tion of cotton goods is mduated. however, hv other tlata. W hile 
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the output of cotton good* increased from 2,900 million meters 
in 1927 ~28 M to 4,030 million meters in 1940, on a per capita 
Imsisthe increase was negligible. If the great quantities of textiles 
used for the armed force* and as work clothing in factories, trans¬ 
port, stores, etc., and for war stockpiling in 1940 are considered, 
there was a substantial decline in per capita utilization even of 
the wholr population. The decline was e\cn greatei, if the urban 
population is separated from the rural/* The year 1937 was one 
of the most favorable plan wars with reference to the supply of 
cotton goods available for the }K)pulation. \rt per capita output 
was nnh 20.H meters in that vear as against 19.2 meters in 
l c >27 28 \X tth i onsideiation given to the«onsiderablv increased 
proportion of the output withheld fiom the “broad mat kef’ and 
the great enlargement of the piopnrtion of the urban population 
with iN relativelv much heavier consumption of cotton goods as 
compared with the rural population, the alcove figures iniplx a 
dci line m the amounts available for the uiban and the rural popu- 
lation of 2’> percent or more from 1927-28 to 1937. 

FcmmI, clothing, and shoes about exhaust the tilings Nubian 
consume! * Inn. Of these <ornmndities. shoes made the onh rela* 
tjvelv faviuable showing The data on ♦‘hew* output uniallv quoted 
ofhi iall\ are I in million pairs ): 
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The 1927 28 figure doe* not include. however, the equally large 
output o 1 Miiall-Malr mdintiv. Vnothei factor to 1 >e taken into 
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account is the decline in the proportion of the total shoe output 
which was made available for private consumption in subsequent 
years. With this considered, the numl>er of shoes available per 
person increased from 0,40 pair in 1027- 28** to 0,83 pair in 
1940/ Since per capita utilization of the rural and urban popu¬ 
lation in 1927-28 amounted to 0.2t> and 0.93 pair respec¬ 
tively, 4 a separate consideration of each population group 
reduces the increase in shoe utilization from 1927-28 to 1940 
from over 100 percent to almut 70 percent. There was, further¬ 
more, a great deterioration in the quality of shoes owing to the 
shortage of leather. In 1910, a large piojuirtion of the shoes 
sold on the “broad market/* although designated in Soviet 
.sources as "leather shoes/* consisted of shoe* with cotton uppers 
and rublier sole*. 

The urban population appear* unlikclv to have expanded its 
shoe purchases more than in proportion to the deteiioration m 
their quality. Hence, in village*, a sizable *hift apparently oc¬ 
curred from homemade lu*t*fibrr sh*><-* to the factory-made 
article--a natural proee*, needed up |»\ the greater contact with 
the city, greater proportion of citvhke people in the cnuntrvside, 
and other factors. Ineome factor* were not involved. 

KXPKMMTt IU> <>\ KOI i 4TION 4\0 »IR\1 1 ft 

The Soviet* long ago recognized that the di*ap|>oiuling *latu* 
of real wage* and incomes of the population in general wa* hadlv 
in need of crutchc*, and these were found in addition to *ueh 
devices as treating the decline in the numlier of dependent* per 
wage earner a* a factor raising real wage* m counting the 
mostly gratuitous educational and health service* of the state 
as part of real wage* and private income in general. Already 
in the 2d Plan, the expected increase in the so-called cultural- 
social expenditure*, consisting primarily of those on education 
and health, was made into one of the source* of the rii*e of real 
wages, scheduled in the Plan at not less than around 100 per- 
cent/* Labor in the ( SSR gave such a computation of real wage* 
in some detail (see below, pp. 77-78). 
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Since about 1934, the educational and health services seem 
always to have been included as a component of real wages and 
private incomes of the population in general. This is certain 
with reference to the claims of the Central Statistical Office 
riled above on page 71. Moreover, while the Central Statistical 
Office emphasized that the computation is in comparable prices, 
one should propeilv suspect the opposite with reference to the 
expenditure* on education and health mi long as this institution 
does not come out with at least a few words of explanation. 

While the investment in hospitals, school buildings, and the 
like is not included in hudgetaiy appropriations for educational 
and health services, these include appropriation for military 
schools, and all or part of the com of communist propaganda; 
and thev mav include all or part of the cost of atomic research. 
The expenditures on education arc moMlv given in lump sums, 
which preclude the possibility of identifying the components. 
It rnav. of course. I*' questioned whether the population is willing 
to count such expenditure* a** those on communist propaganda as 
then private income or real wage*, but they are not asked. 

It will lie shown l»elow that the expenditures on education 
and health weir increasing rapidlv during the Plan era. But the 
Niviets are not satisfied ith the large factual increase. The 
conversion of the stated expenditure* to a per capita basis occurs 
in a veiv strange wav. The affinal Labor m the l SSR n which 
gave 76.37 rubles |>er person a* the average monthly income of 
the surveyed families in 1933. contained the following particu¬ 
lar* on M t uhural-edticalional expenses" and on ‘‘expenses on 
hvgiene and medical treatment" (in rubles per person per 


month t: 

Cultural educational expense* tntal . ... 9.77 

From individual budget* - 1 21 

From public fund* . 8.56 

Kxpeu*c* nn hvgimc and medical trraiineni* total . . 11.42 

From individual budget* . . . 0.84 

From public fund* .. . 10.58 

Data (man /alwf i« #Ai { 55 jH. pp .VC -U 


The amount expended on both items from public funds was 
19.14 rubles per person per month or 25.1 percent of the income 
of the respective persons. The al>ovc sum recalculated to a yearly 
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basis yields 230 rubles. The total budgetary expenditures on 
social-cultural needs (education, health, physical education, 
safeguarding of lalmr, and social security) amounted to 13.1 
billion rubles in 1033/'' or 81 rubles |hm capita of the total popu¬ 
lation. While safeguarding of lalmr and social security per* 
tained only to wage earners, the expenditures on these items 
amounted to only little more than 1 jiercenl of the aUne total. 
It will remain a secret of the Central Other of Vitioual-Kronomte 
Amounting, which published Labor tn th<* l SSH , how the «itf- 
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Most of this phenomenal rise wa*» dearK inflation. An idea 
of the real rise in the expenditures involved may W ohtauied from 
the fact that the numltfr of |»ersoris employed in edutation and 
health increased from I ,188,000 in 1928* to 3.3123i00 m 1937." 
The further rise in personnel was moderate, however. The 1911 

Plot is til fi*, HmAgrt ot iV Stair (M 19181, p |W> THi- rfp^o^tQln 

UK tod« lbo*f td lh«* { n^o, O’puMtr*, *nd rurrnmriu* 

** I S5H OftnpUa, Oilrtl OH*-* oI Saimnil < amttrmr 

turn l* S SR, (VIoMf)*, 19 V>), pp 5IXMI9 

«? J4 PI**, pp 22*29 
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Plan scheduled the number employed in the service# here analyzed 
at 4,521,000/* a rise of 27.6 percent from 1937. Part of this 
rise was due to expansion of the territory' | only western Ukraine 
and western White Russia apparently were included in the respec¬ 
tive statistics). No data on the lal>or force in the stated services in 
postwar years have come to the attention of the writer. 

Wages are the major item in the expenditures on education 
and health sen ires. The breakdow n in labor and other costa show s 
a somewhat irregulai picture owing to greatly differing rates of 
change* in wage* and puces." f actors other than the changes in 
wage* and prue* may have affected the composition of costs, but 
thev are difficult to ascertain. The following data (in million 
ruble*} give *nme idea alaiut the situation: 


tom 

J92B 

1937 

mi run 

Y liui ai i**ii 




1 oial 

1 wee 

16 455 

26.612 

U ag«r* 

,> 15 

8.385 


()Uirf» 
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8.070 


IVncnUgr o( 

•w 6 

51 0 


Health 




1 liUl 

iocr 

7.027 

10.891 

^ *gr* 

255 

2.744 

5,484 

Olhri* 

15 

4.283 

5.407 

Prrcrniagr nl *agrw 

85 

39 0 

50 

Tout 




Total 

l.uxr 

21.482 

37.503 

\\ agf* 

7<i0 

11.229 

.. . 

< Mhrr» 

MO 

12.25) 


IVrtvnlage of mnfiri■ 

56 \ 

47 8 



• K \ovr4mc »*' (rp of p *5) in 1928 IN ih«* e* 

. r >n am on If*! u> 1.1 1ft ft ruble*. '>R brahft. 32ft ft 

n iubWa 


On the hasm of these data, the proportion of the wage bill in 
total rxprndituie* in the two item* investigated will l>e taken as 
having licrn equivalent to 50 percent in 1040. The same per¬ 
centage is used for 104R, although a somewhat higher one might 
have l>ecn involved. 

The expenditures on wages are deflated to real 1926-27 
prices with the help of the living-cost indexes for urban wage 

«* HWJ Pimm Vappfrmrtr p 512 
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earners as computed above (see p. 59), It would not be true to 
say that the writer visualises dearly the composition of the 
expenditures on education and health other than wages, and 
that he knows exactly what the involved organisations had to pay 
for the goods and service* involved. It is certain that they could 
not have profited from the relatively low costs of construction 
because capital investments for education and health, as with 
everything else, fall under capital investments in the Soviet 
budget. The indefinite evidence on turnover taxes indicates that 
the institutions involved do not jva\ turnover taxes on goods they 
process themselves, but it is unlikely that thrv do a gieat deal of 
preceding.'* Most medical supplies are subject to almost nomi¬ 
nal turnover taxes, while on other such good* the taxes aie con¬ 
siderably smaller than on ordinarv consumers’ good*. The same 
is true of schfwd supplies. The lower pi ices of professional cloth¬ 
ing as compared with civilian clothing weie alreadv disi ussed in 
chapter in; possibly linen for the hospitals also gets such a prm* 
leged treatment. It seem* that the error* will not 1 m* ttn> large if 
•1.5,6.0, and 11.0 are used as divisors (deflators) for converting 
the 1037, 1010, and 1048 expenditures on education ami health 
other than wage*. from current to real 1026 27 prices. 

Hence the total expenditure* of the l moil, republn s, and 
lower administration areas on education am! health in actual 
prices and reduced to real I926-27 prices work out a* follows 
(in billion rubles); 
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At first glance it may seem absurd that a decline u* shown in these 
expenditures in real 1026-27 price* from 1037 to 1940. But if 
there is an error, it is hut small. With the decline in real wage*, 
more labor could have lieen had at the same coat in real term* in 
1940 than in 1937. Furthermore, with war preparation* n cress i- 

«* TV Ml** M thf r«v aafriwU V in V pmki «T»»r 
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feting the greatest possible savings on everything except muni¬ 
tions, such savings certainly were sought on the supplies for 
education and health. There may well, for example, have been 
a curtailment in vacations at health resorts and sanitariums pro¬ 
vided by the stale. 

Thus far the analyzed expenditures on education and health 
were those earmarked in the budgets for this purpose. The fol¬ 
lowing evidence, while rather old, is available on the capital 
investments connected with education and health (in million 


rubles): 



Year 

\A neat k* 

Health care 

IU) 

550 

430 

1W 

. 1,300 

800 

m: 

. 1,454 

1.025 


Data I? m 19.T7. 3, pp 222-£3 


Related to the total expenditures on the respective items, the 
capital investment* connected with education amounted in 1936 
to around 10 percent, and the capital investment* connected with 
health to somewhat more/ 4 

With reference to eduiation, the expenditure* found under 
capital investments were partly or more than offset by items of 
doubtful educational value or by those which, though educa¬ 
tional, should 1 m* shown more properlv under other budgetary 
items. Plotnikov failed to specify the expenses on military 
schools while discussing them among other educational insti¬ 
tution*. The expenses clearly earmarked for propaganda were 
relativelv small. According to an official source not accessible 
to the writer, 285 million rubles were spent during 1933-37 on 
communist colleges and institutes for communist professors; and 
800 million and 300 million rubles respectively for publications 
and pres*. For political enlightenment, 2.9 billion rubles were 
used, and 817 million for higher communist agricultural schools 
in the same five years. The schools for political enlightenment 

** Vri 8 »Ilv ih* fwirtvouirr* mat bur her* w» htghw Xh»t the owt drprftMlwi 
««ftM Ifett m be tlslvW Uhf hfitrt-w 08 capital mivottWDd itdw :n tkow trtnj, I he 
pun hii«R| p»art n| tht ooonry *|*ral oa <4piul tamlnffl!* «u Bach higher than that 
•feat na ntlkr fwwi* ia 4 ienm 

Anthfoti «• capital iimumu rwtnertsl with rdoralma and Health are mil* 
able olfe a the IU) PUa Tor eiawple, cm capital Mnaintmt* (eanrctrd with 

health ar»Mw were t« he 173 ibjIInms rah lea mi 1941 (1941 PI**, Smppirmtnh pp 434-3$). 
Bat thw a *4 «*het each appropriate*** ware clearly affretnd fc» wn targe degree by war 
prepay *»*»*a 
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also leach reading and writing, and the communist agricultural 
school* also teach agriculture. Hut the vast propaganda machine 
of the Party is paid for fnun one source or other, and it appear* 
likelv that a substantial portion of the funds tome from those 
earmarked for education. The most important factor is, of 
course, an enigma the c\[>endituic on atomic research. If it is 
under education, as scents likeh, the total expenditure* on edu¬ 
cation sen mg the population nun l>e great I v Itelow those ear- 
marked for this purpose. In new of uiuettamhe- imolved, onlv 
the expenditures rarnuiked for education and health in the con¬ 
solidated budget of the l nuuu the republics, and the lesser 
political sulHlmstons are considered in the table on page 8.1, 
which summarises the alUaltun of Sonet net national product 
for specified irars of the Plan era. 

( DM 1 t IilNC, HFM4UKS 

Expenditures on education and health, sis computed al>me 


t see p. 80}, constituted 

the following |M*rc rntages of puvate < on- 

sumption as computed 

on page l>oth ilenis in real 1026 27 

price*: 

\'>2H 
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Tlie indicated iiurta*e from 1**28 U* 1*M7 in education- 
health expenditure in relation to the \aliie of total private ton 
sumption, little more than 10 percent, was obvimi*lv mm h too 
small to offset the dispa ntv brought hi the im rea*e c*f wages <jf 
onli 332 percent in the fat e of a r»M* of 610 pciccnl m living 
costs. The increase in these rxjtense* was insufficient to offset 
die decline in real wages even in the first half of 1 *> 30 . Onlv 
if one shifts to the per capita basis of the total population depend¬ 
ent on income from wages mai the 1028 consumption levrls Ik* 
considered as having !>ecn about restored b\ that time, provided 
the gratuitous services arc accepted hv the consumers as fullv 
equal to their wage inrome, real 1026 27 ruble per Midi ruble. 

The peasants’ incomes did not show the rontinumg rise dis¬ 
played hy workers’ real wages between 1037 and 1030. The 
offsetting effect of the additional expenditures on education and 
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health, even if accepted for such a role, was never sufficient in 
the case of peasants to offset the decline in real per capita 
incomes. 

a a a 

If the analysis of consumption levels here presented is to be 
considered as new, it is only to the extent that the rate of decline 
in consumption let cl* during the Plan era to a certain extent has 
l»een made explicit. Every unprejudiced observer should have 
had at least a notion of what was going on even without this analy¬ 
sis. Hence the present writer felt that not all was well* when the 
world-renowned Etonomist. referring to the latest prewar years, 
wrote: ’The mas* of the food-producing peasantry was undoubt¬ 
ed!} consuming more than it had done Indore/* 4 ’ Hie statement 
wan embodied in a *erie* of article*. The series was replete with 
uncritical rcptoduction of falsified or *implv thoroughly wrong 
S»\irt statistic*. Typical were the data on industrial output and 
national iworncm the phantom “unchangeable 1926 27 prices*’ 4 * 
which exaggerated the 19Ut industrial output and net national 
produ* t b\ about 140 49 |n*reent i *ee chart p. 24 I. or the figure 
for the 19M) grain crop/* which actually was in the so-called 
’‘biological * term* and exceeded the real crop of that year by 
2o [nocent or more. The Erorutmi\Cs error with reference to the 
relation between Soviet exjieriditure* on ‘‘defence" and education 
wa* mentioned aU»\e m ihapter i. It i* unnecessary here to 
specify numeiou* other error.*. 

The present yyritcr called attention to such errors in a letter 
to the editor of the hoiwrmst. The editorial answer found uncon¬ 
vincing rm abbreyialed statement on several of the points dis- 
ciismhI aboye. and called “dishonest and ludicrous’* the sugges¬ 
tion that the artules ciihcl/ed “were bast'd on an uncritical 
acceptance of N»y let statistics." But tire Economust later declined 
to provide space for an elaisiration of mv short statements/* This 
ocuirrence i* merely another proof of the immense power of 
Soy let propaganda. 

Tht f *t Orv 25>. p lfK4 

ISv n, 1<HA, p Tl. *«/( Or* IS. l r *V8, p 1023 
•*/w rvc jy i<m* p. Una 
»*IM. 0w 31. iw.r mu 



CHAPTER V 


CONCU SION 

To make comparable the net national product computed hv 
way of production in chapter u and bv way of alligation in chap¬ 
ters* in and iv, the former must l>e convened into the American, 
or non-Soviet, concept of national income. Koi 1^20 a conver¬ 
sion factor rnav I#* lined which implied in the data of the Gov 
plan; at that time the MatiMii* of thm institution were Mill liuth- 
ful. The Gosplan computation* were as follow * | in million rubles 
at prices of respei tive veam ): 
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It wmi acceptable to regard 0 percent a* the excess of net 
national product, nnn-N*wet i oneept over Nmiet concept, for 
1928. Snro we here take 25 billion rubles as the 1928 net na¬ 
tional product, Soviet concept, at |92f>- 27 prnes. rather than the 
somewhat higher figure of the Cosplan 125.3 billion), that figure 
is to lie raise*! by 9 percent to convert to the non-Nmet concept. 

Krasnolohov stated in a Imok that is not accessible to this 
writer that the proportion of gainfully employed outside of “ma¬ 
terial production” was equivalent to 10 percent in 1937. On the 
assumption that the value produrt of this 10 percent was on the 
average the same as of the 90 percent engaged in “material pro¬ 
duction,” Baran increased accordingly the estimate of 1937 Soviet 
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national income (Soviet concept) which he used, and the same 
procedure is followed here with reference to the estimate of net 
national product (Soviet concept), as computed here for 1937. 
This percentage is raised to 11 and to 12 for the net national prod* 
uct of 1940 and 1910 respectively, to allow for the greater ex¬ 
penditures on the pay and upkeep of the armed forces and of 
wages of the personnel engaged in education and health. 

After this final adjustment, the net national product computed 
from the two directions is as shown in the accompanying table. 

USSR: Net N»tio*ul Psodcct, Specified Yuu* 
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DISCREPANT. IKS 

The two sets of estimates show certain discrepancies. The one 
for 1928 could lie easily wiped out hy using a somewhat higher 
figure for the total national inromc, Soviet concept, than the 25 
billion rubles actually used. Twenty-five billion rubles is the offi¬ 
cial, probably rounded, figure determined from the production 
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end* The discrepancy involves a few tenths of a billion rubles in 
any event The estimates obtained from the production end for 
1937 and 1940 obviously exceed those arrived at from the alloca¬ 
tion end by a margin greater than the outlays not accounted for in 
the allocation compulation. These discrepancies too are negli¬ 
gible, not only as compared with the difference between the offi¬ 
cial estimates and either of the two estimates made here, hut in 
consideration of the difficulties of anaUsis involved. In the com¬ 
putations for 1948, on the other hand, the estimate obtained from 
the allocation end prove* somewhat too high, relative to that ar¬ 
rived at from the production end. 

Since flic discrepancies between the two set* of estimates are 
minor, there in no urgent need to spend time Irving to eliminate 
them, even if this were possible. Aetuallv, the writer sees no wav 
to do this in his present situation. If one would venture a guess, 
the reason, or one of the reason*, for the discrepancies lietweon the 
climate* for 1937 and 19tf) mav I>e m the ii'Mimption of too 
high a shaie of contribution to national income from the gross 
industrial output ( see p. 33 I. This in turn mav have l>ern brought 
alnnit hv the fart that reflated processing of consumers* giwnK. 
although assigned a great im|H>rtanre. was ^tilI not given the full 
weight it reallv had. 

THE HMHM.S 

Through exertion of tremendous do tatoi la 1 |M>wrr, the S»v let* 
have succeeded in diverting an amannglv large proportion of the 
national income fir*t to new* investment, and latei to new invest¬ 
ment and "defence/* The large new investment permitted a great 
expansion of industrial output, Continued expansion is to he ex- 
peeled in the future. The most highlv perfected dev ice of the Plan 
era, however, wa* that for keeping down consumption. 

The ability of the l SSFl to expand it* industrial output and 
“defense" preparedness rapidlv should in no case l>e minimized. 
To do so is extremely dangerous. Vet it is unwise to lose sight of 
the fact that thus far the expansion and the preparedness were 
attained by severe ruts in the consumption levels of the popula¬ 
tion. The facts that consumption failed to reach the pre-Han level 
even in the l*esl prewar year, and that specifically the consumption 
of the peasants was substantially Mow this level, are laden with 
vast economic and political implications. 
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Net investment and military expenditures .—The shares of 
net investment and military expenditures in net national product, 
as shown in the table on page 85, may seem improbably High, 
amounting as they do to 57 percent in 1940 and over 60 percent 
in 1948. Yet they are in line with official computations as far as 
these are available and are properly interpreted. 

The 3d Plan* estimated the 1937 investment (including re¬ 
serve* ) in 1937 prices at 24.5 percent of net national product, as 
again*! a figure of perhaps 40 percent implied in the estimates as 
computed here \ *ee the table on p. 85). It has l**en mentioned 
here and will lie shown in greater detail in a subsequent study that 
the official estimates of net national product in current prices, and 
other -irmlar computations, must Ik* adjusted for turnover taxes, 
which fall almost exclusively on private consumption, and also 
for slate subsidies to the state* economic enterprises, and the un¬ 
even distribution of profits of industries producing producers’ 
goods and consumer*’ goods two factors from which net invest¬ 
ment and "defense” are the principal l>enefioiarie*. It was shown 
that private consumption amounted lo about 165 billion rubles in 
1937 at current price*. Turnover taxes yielded the huge amount 
of 59.4 billion rubles in that vear. If 85 percent of this is as¬ 
sumed to have been the share of private consumption in turnover 
taxes, the aU»vr jvenrnlage for the share of investment in net 
national product rise* to about 30. While the state subsidies to 
industrv were not large in 1937, they and the profits in consumers’ 
good * industries, which are considerably higher than in the pro¬ 
ducers* giwwis industries, did not fail to raise llii* percentage still 
higher. The relatively small lulance of the difference between the 
-10 percent as computed in the table on page 85 and the 24.5 per¬ 
cent computed in the 3d Plan i* due to the fact that, even after all 
the adjustments, the prices of producers" goods were relatively 
lower in 1937 than in 1920 27 prices. 

In 1940, net investment, military expenditures, and their 
total, as implied in official estimates given by Yoxnesenakii,* 
amounted to 19, 7, and 26 percent respectively of net national 
product. Gerschrnkron raised these percentages to 28, 10, and 38 

» U rt*n. f* I <17 
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respectively, by adjusting them for turnover taxes. 1 He deducted 
all proceeds of turnover taxes from private consumption, al¬ 
though they fell in small part on net investment and the armed 
forces. On the other hand, Voznesenskii’s data need adjustments 
for state subsidies and the uneven distribution of profits of the 
state industries, from which net investment and 4% defen#e" profit 
almost exclusively. 

Voznesensk if* percentage for the share of “defense" expends* 
lures in 1440 (less private consumption of the men in the armed 
forces}, only about 7, certainly implies a great manipulation. 
The earmarked expenditures on the armed forces amounted to 
56,7 billion rubles in 1**40. If 21 percent of thin amount ih de¬ 
ducted for pav and upkeep i -see Appendix Table III the balance 
of 45 billion rubles, together with the almve percentage, implies a 
net national product of about 650 billion ruble**- a vastly exag¬ 
gerated figure.* It in difficult to vUtiali/e the item** in military 
expenditure which might haw* lieen tian-ferred to private i on- 
sumption in Vozne^nskiTs “statistics." 

(>n the other hand. Vo/ne*enskii\ p«’n eritage for tlie share of 
net investment in net national product, about 14, after necessary 
adjustments, falls l>elow the- approximated 57 jHTrrni shown in 
the table on page 85 onlv bv al»out the amount for whu h the price 
pattern is responsible. 

Wvler's total for net investment and military ex|w*ndilures m 
1940 \ 37,7 percent of net national product ) i** lower than the per¬ 
centage computed here, which would itself la* lowrr if it were com¬ 
puted in dollars, although the writer’*, percentage might Mill 
remain above that of M vler. Wvlrr’f* estimated relationship l»e- 
tween the items of net investment and of militarv exjierulilurrs in 
19-10 is the reverse of the relationships given by Voznesensk »i and 
the present writer: military expenditures are about two-third* of 
the total according to Wvler, as compared with little more than 
one-quarter according to Voznescnsko, and little more than one- 
third according to the writer. If computed in dollars, net invest¬ 
ment must have amounted to a considerably smaller percentage of 
net national product than if computed in 1926 27 prices, but 

• V** Alrxn'ift (rffirhfolifoft'i rmrw *>l Uin«VA«i(/( 1 »mi 4 in 4m*rw*n Zrw-nenm- 

JtmfK, Sw^tenbff IMU. XXXV 111 ^ 

* nniKift*! pr>xl«^i »f l<*lu n rvrrmt pvion submit uttj nijannnil i» ttnl+Xrlr in 

bnrrc jOQ biHw*i rotten. 
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Wyler’s estimate appears to be a substantial underestimate even 
for such a dollar computation. His method of converting the mili¬ 
tary expenditures to dollars is another important factor respons¬ 
ible for his conclusion that military expenditures much exceeded 
net investment. The arbitrariness of this procedure was pointed 
out alnive and restrains the writer from making such a dollar 
conversion.* 

It is to be granted that thr 1926-27 pattern of price relation¬ 
ships was not a good yardstick for thr distribution of net national 
product among its components in 1937, 1940, or 1948. The eco¬ 
nomic pattern of the country changed too much during the inter¬ 
vening years. Specifically, the 1926-27 prices of machinery and 
capital goods in general have Itccome relatively much too high, 
or the prices of consumers’ goods have l>ecome relatively much 
too low. h is impossible to decide what sort of pattern of price 
relationship* would have corre*|xmded to the stage of economic 
development reached bv the TSSR in 1940 or 1948, although one 
may be sure that it would not have been the pattern of price rela¬ 
tionships in the I'nited States. If we assume such a really drastic 
change in price relationships that Soviet 1926-27 prices of con¬ 
sumers' goods had Uvnme so much higher that living costs would 
have Ixen 30 perc ent higher than they really were, or that pro¬ 
ducers' good* had lieenme correspondingly cheaper, net invest¬ 
ments and the earmarked expenditures on live armed forces in 
1948 would *lill hate l*cen not much short of 50 percent of net 
national product. 

It cannot \k emphasised too strongly that all evidence indi¬ 
cates that dating the Plan era an enormous share of the net na¬ 
tional product went into net investment and “defense’" expenses, 
and that while the rate of increase in this share slackened in later 
year*, there has l*rcn no indication that the rise w ill slop entirely. 

I'nlike Wyler, the writer regards the increase in investments 
attained bv the Soviets during the Plan era a* large, and the level 
attained as high. The writer's admittedly rough computations 
indicate that in the peri ml 1937-40 new investments each year 

* XTOrt CTh* N*ih*iu 1 Ii*r*'*nr n( Ha«**«,*’ S«*r»«J Rttfurrh. Orrwxnbrr UMfc, XIII, 

SIX> «h>qM mr t-iarr HiAtroll'r* t( ht Hod lo drtermmr RH ui«m) 

ptodurl tail (Hr »lwrt ol miiiurr fiprRtw in ti 4ann| ihe uti iwtit StlMotl prwJml would 
b»f turnwd owl w b *m Uf$c «»ii would but cnnuiln) iluoM r*rl«MRrlx of uiliury 

exprtidiMur* 
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were not much less than the total net national product in 1928, 
the year before the inauguration of the Plan era. Even if our esti¬ 
mate* of net investment are sealed down for the omissions men¬ 
tioned on page 46, the balance Mill stands as one which could 
never have l>cen reached in a poor country like Russia under any 
other government than that of the Soviet*. 

Moreover, the real effect of the Plan eia fiom the point of 
view of the Soviet* and also from that of the non-S>viet world is 
not revealed full) in the fact that net investment was more than 
quadrupled. The direction of the net investment is equally, or 
even more, important. An ever increasing proportion of the total 
went into industry. Within industry as a whole, an ever increasing 
proportion was assigned to industries producing producer*' goods 
including armaments, as one must l**ar in rnind. 

In appraising the expansion of the industries piodm ing pro¬ 
ducer** good* during the Plan era, it must Ik* rememliercd that 
the policy of fostering it was pursued also Ik* foie 1**27 28, Hie 
gross investments in the fixed capital of large-scale industries pro¬ 
ducing producers' ginnls mote than doubled in the two preceding 
years, increasing from .Vrfi million rubles m 26 to 1,269 

million mbit** m 1927 28. Nevrrthrlrss net investments m die 
fixed capital of industries producing prodincis* goods grew* 12- 
fold to LA-fold from 1928 to PMO in terms of current prices or 
perhaps A.A-fold to 6.5-fold after the 1910 value is deflated to 
that of 1928. 

ConsumfUion let eh. It hardlv needs to Ik* emphasised that 
wage earners in the Soviet In ion cannot have been enthusiastic 
about their consumption lrvrls during the Plan era. Hostihtv 
may Ik* greatest in the countryside. At the cost of several million 
human lives, the Communists diqiossessed close to 100 million 
peasants, compelling them to give up their entrepreneurial inde¬ 
pendence and to work much more than formerlv/ and this 
without compensation in the form of even .slightly improved con¬ 
sumption levels. This necessarily leads to great ami persisting 
discord and friction, indeed to a factual though concealed war 
between the government and the |>ea*ant*. Tim war recently 
flared up as a result of the drive to increase greatly the size of 
collective farms, with the accompanying resettlement of peasants 

* Jiniv, TK§ SockMlntd ffiun/ja/f at th* t S Sfl, pp 4! 5-46 
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and the diminution of the private garden land actually available 
for use by the “members” of collective farms.*" 

Even in peacetime it was possible to keep tbe Soviet machine 
going only by increasingly powerful dictatorial methods, includ¬ 
ing concentration camps as a permanent institution. The Soviet 
power was shaking at its roots in the first months of World War 11. 
As Crankshaw pointed out recently/ the hostile attitude of the 
population still considerably weaken* the Soviet power, and the 
same is forecast for the future. 

The era of the Five-Year Plans, the era which brought the 
great successes in industrialization and “defense/ 1 was charac¬ 
terized also bv a numl»er of failures and only partial fulfillment 
of many important goals, indeed crucial ones. Soviet large-scale 
agriculture, equipped with modern large-*cale machinery, dis¬ 
plays little superiority over the small-scale primitive peasant 
economy of the former days. The agricultural output fails to 
show anv considerable expansion. I~abor productivity on a per 
hour basis did not increase at all, at lea*l before the war. The re¬ 
sult wa* mereh that the much more intensive utilization of the 
lalior engaged in agriculture, and the partial replacement of farm 
bv induMriul laln»r hi it, released substantial numbers for use in 
the expanding mdustrv and thu* permitted partial fulfillment of 
tbe goal* for the enlargement of industrial capacity. Part of the 
IaU»r force augmented bv tbe collectivization of peasant farming 
had, howevei, to \*e wanted in concentration camps. The goals for 
increased !al*or products itv in the sectors of the national economy 
other than agriculture could have l>ecn onlv partially fulfilled. 

When production levels much smaller than were expected 
failed to permit l«t>fh rapid industrialization and improvement in 
consumption level*, ihc interests nf the population were readily 
sacrificed. However, it seems to l>e going too far to declare, as 
doe* a reviewet of tin* writer's book on Soviet agriculture/ that 
the industrialization diivr was always the sole aim of the Soviets. 
Tli is* Mould ohuoush imply, not that the raising of the living 
standard* turned into hypocrisy only after failure to reach many 

** See the vntrf'* durttiiMiftii at the neeiiBi nf I He Inter eu Rcoaonte Ataortaimn ti 
(1iieji(pr in lumber remnird it Imertrwi f r ywus mw Kntew (IWnii*t» Bnxnbcw). 

m*> muxu.aw** 

r Mntid to Veir i#*k Mir 12. 1W0, Mifiiwe Swiwb, p 10 

* J A KrfuJtiM, in IrnitHva froaeMr /fritear, Marti) IOSO. XU 186 
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relevant goals, as the present writer tali eves, hut that it was noth¬ 
ing but hypocrisy from the very start. While the opinion of the 
reviewer assigns to the Bolsheviki a measure of diatalic deceit and 
treachery which seems to ta excessive, he also grants to them and 
to their system a degree of infallibility which is quite out of accord 
with the facts. There is an appearance here of posf factum wisdom. 

While opinions like Kershaw's are in a wav appreciative of the 
Soviet system, Soviet spokesmen will never accept them. At the 
World Congress of the Comintern in Moscow in 1935, i.e,, at a 
time when the original plan** for raiding living standards were 
definitely shattered, and even the restoration of the pre-Plan con¬ 
sumption leveU was not just around the comer, Molotov formu¬ 
lated the three basic amis of the Russian Communists, Improve* 
ment in living standards via* one of them/ This tune is played 
incessantly. A rei'cnt statement, prommentlv placed in the journal 
of the Academv of Soirnee* of the l SSK, rrads as follows: 

Thf con*rruction of (hr huibuhru. >t 4 1 ingrad anti Kakfmika Imtovirdric 
stations of the Principal Tuikmrn 'svjth tkrajnran and Nurth <-nmran canal* 
is a forthright demon*tra(n>n of iW «<mrrrn r*f n-mradr ^tahn, the 0»m- 
mumst part*, and the >*uri p ( >i*rmnrm iut thr g»w*I and ff*Hiriihing of our 
Fatherland, /or tHr ratting of thr uttfarr of thr uorktng f>roj*ir o* thr rtiunio 
of M4Ktahsm ' italics of the tourrr ’ " 

The Russian Communists not oniv never repudiated the aim 
of high-living standards such as are supposed to be attainable onlv 
under socialism and communism, but they vociferotislv uiM*t that 
a large part of this aim has taen reached. The manipulation of 
the statistics, whose tagmnmg coincided with the great deteriora¬ 
tion of consumption levels m the early Thirties, vs as largely under¬ 
taken to conceal this very fat t. One of the greatest danger* is that 
the Communist* are widely believed. As stated earlier, rnanv stu¬ 
dents of the Soviet economy outside the I'sSR accept the Siviet 
indexes of national income; and this acceptance, even with quali¬ 
fications, implies acceptance of the claim of greatly improved liv¬ 
ing standards. Many have accepted such claims i erltatim. Thr 
fact that Kershaw in hi* review concur* with the present writer’s 
findings with reference to consumption levels is a testimonial that 
the latar of working out the findings was not wasted. 

Improvement* in Soviet living standards in the last few yearn 

* St* Adolf febfl, hiwrkimriKhatt m«J Somfrtmrttrhaft, rut Vtrglnrk (Mumirfoa. 
1910}, pi 10 (tarjluMbi 0 / Eromemtci. 1930. ?i<» 9, p 7 
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are merely a delayed return to prewar conditions, not fully ac¬ 
complished in 1930. Thus far the Bolsheviki have shown no 
tendency to reviae their general policy with reference to the dis¬ 
tribution of goods produced. On the contrary, the perfection of 
the dictatorial grip on resources and on population has been uti¬ 
lised to divert an ever increasing fraction of currently produced 
resources to new investment, other than that serving the consumer, 
and to “defense." The possibility must be granted theoretically 
that one of these (lavs the Sniel# may decide that total resources 
are sufficiently large at once to permit further industrialization at 
“mad" tempi and maintenance of a situation of being armed to the 
teeth, and nevertheless to allow quite rapid improvement in living 
standards. To the present writer this smacks of Bolsheviki ceasing 
to be HoUheviki. But, even granting such an eventuality, it should 
l»e realized that a diversion, rclativelv easily accomplished, of a 
larger (jortion of new investment to housing and the branches of 
industry producing consumers* good# in the future would not suf¬ 
fice for a substantial improvement of consumption levels. In the 
condition# of siith poor countries a# the ISSR, almost all con¬ 
sumer*’ good* except housing are produced from agricultural raw 
materials. It would l*e a tremendous ta*k for Soviet agriculture, 
the weakest jvoint in the etonotm, to expand its output to such an 
extent that even the 1 f >2f' level of per capita consumption of ani¬ 
mal product* bv the tit ban and rural populations could be re¬ 
gained. If this can Ik* attained bv the BoUheviki at all, it must in 
am case \*v a prolonged proce**. 

Soiet agriculture with its huge farms and machines of sizes 
larger than arc u*ed in am other country of the world cannot 
operate effectivelv under am other political svstem. The greatly 
expanded industrial production of the USSR to a large extent con¬ 
sists of means of production which would not Ik* needed in present 
amounts, and in their present composition, under other political 
condition*. Part of the present output of consumers’ good# in their 
present form al*o will not find buvers. The immense sacrifices of 
the Russian people were not and arc not temporary. So may prove 
the "brilliant" Soviet attainment*. When one thinks of what may 
eome after the Stalin regime, one cannot but lie reminded of Push¬ 
kin's fable of the* fisherman and the goldfish. Only a broken dish 
remained after the palace and other great riches were gone. 
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APPENDIX NOTE 


LIVING COST'S OF WACE EARNERS 

Thu constitutes ■ first effort to construct indexes of living costa of urban 
worker* during the eri of the Five \ear Plan* 4X foile the indexes are strictly 
preliminary, (he writer feels rrawmablv ronfidcnt that they fall within proper* 
although broad, orders of magnitude The reader it warned, however, not to 
treat them at exail A» an extremely useful by product, indexes of retail 
pricrt wrrr obtained They alto mere weighted bv the purrha*r* of the urban 
wage earners and thit must l»c remembered m applying them to the purchaaea 
of the rural population. retail trade turnover, etc 

\I1 tomptilanon* arr limited to the \rars 1926 27, 1928 1937, 1940, and 
1948 At weight* we use tlwwr undrrlvmg tlir indexes <f the living costs of 
urban worker* put out by the Central Statistical Board, Bureau of Labor, in 
<oofw*ratton with the (»o*pUn Th* might* u«il were iIimm a* revived for ihe 
last time in 1927 on the bam of consumption elw in the whole of the TSSR 
in 192 V 2<> in 9»re thr mdrxr-s at least thus* rrl<a*rd were di*conunucd 
emu eh in 1929 

Thit latest version of the oftcul index** comprised 40 M commodities/" 
mmiim for wrnir rtason having also hern designated commodities Many 
it* ms were not md vidual commodifies but rc preventative* of groups ol com- 
nu«ditirs so that pratlirjllv all consumption of the type considered was coir- 
eird In the aggrrgalc the 4<i uininmdiiir a” reprvrented about 8V percent of 
live wotkeT * total budget Mo*t iterv* nol covered were of the nature of trana- 
fer pavmmt* *u« h as rrpavmenl of debt* loan* to other* savings and ex 
pensrs in owned enterprise* Items wlu< h should have been included but were 
not were uh ial fi^wnse* smh a* trade union fe« * as well as expm*ea on 
alcoholu l^eirragr* Ium* 1 21 in lh« index covered {<*>d* item* 22*26. 
clothing and *hoe* 2" 2H home utensil*, 29 30 material for heating and 
lighting 41 32 tob*c c«» and matt hr * il *oap 3i Vi house rent dfitricitr, 
and watr r rrsprttivcH, 3’ tr Animation 38-10 cultural need* and enter¬ 
tainment 

F xjiensr* on food am*» mled in VI 3 perc* nt of worker** total expenditure* 
covered in the ha*c vear Of thr*e slight Iv more than one third went for pur¬ 
chases of gram product* and exactlv one quarter for meat and meal product*. 
Lxprnse* on clothing and *h«*e* ammmlrd to 20 8 prreent of the total {the 
figure include* preparation repair* and washing) Thus food, clothing, 
and *hoe* demanded fttlK three quaitrr* of the total exprnsea considered 

Subdivision of the individual items into commodities and sen tees was 
made bv the writer <*re \pprndix Table 111) on the basis of Kabo'* study and 
other studies of the l ssK ( entral Statistical Board. Bureau of Labor 1 The 

i F K*W "ladn »l t (m» in lV25> 2f> a»d in ibe Firw Htlf of IWrtir S Manner 
»/ /4IW (Mmwww) UKP, Na 3 pp l U 

t W I SSR < must Stat»«or«1 Board, Barra a ©f tabor, BmJfrtt a/ W erAeri 

•nj tmpiv resi tW) Vol I TKr law pabliratten el ikts kind «i» apparently 

N filigpev* 4 Dn»i»if* ol ih© Bad|n ol a Verier’* tamih In 1^28 (Nomobff 1W7 %o 

Wv ITOBl " t easier, IWiabrr !92V 
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coat of nervier*, which included hou*r rent, mode up only 13. S pcrrrnt of the 
cool* considered in the boor year; 1 aprrihcalJv, bouse rent amount rd lo only 
$,$ percent. The coat of service# would, of rour«e, hove been rven lev# if it 
were related lo all riprap The indexes a* here computed had lo lie bated 
on a limited number of good* N> far at «rii kt« are concerned, a <on*idrrab)r 
amount of estimating and guesting had to Ik* resorted to Such defer!* cannot 
have affected the indexes appreciably, because expenditure* on ten ifo, al 
readv smalt in the bate vear, weir prr*i*lrntlv declining 

The first approach i* to compute the living c«n of worker* at Moscow 
prices, and the vert first, at the prices in government and cooperative store* 4 
The indexes thus obtained are then roughlv adjusted for the higher priera 
which prevailed in private trade in 27 and m N28 Thu* the mdexe* of 

the tmng cost* of worker* at weighted Moscow pntr* are obtained I *rr Ap 
pendix Table* 111 and 1\ * \ crudr adiu*tmrnt for the almost full elimination 

of regional price differential* during the Flan era i* then attempted ^ mallv, 
the living emt* of rmplover* are brought in relation to lltow of worker* 

The road through rust at Moscow government and cooperative stores, iml 
at Moscow weighted price#, to cost at weighted price* in the 1 ’nn|( i* err 
Uinlv a winding one It mav simpler to u*e for l 4 J.?h 27 and D>28 the 

averagr prices paid bv the surveyed families Howevrr these prur* pertain 
to unspecified grades, th*v would furthermore need adjustin'nl* for seasonal 
fluctuations Uhrv are tor November i , and thru representative nature a* to 
terniorv would have to lx r hr* krd Ur examined th**sr pru n an 1 doubt that 
the results would lx sigmhiantiv different 


L|\|NG t or WORhMiS AT MOM OW PRIf l s 

|\ STATE AM> < O-OFIIUTIVt 1H\M 

Gram prfhdut 1 1 During the Flan era • otj*ume** wer*- for* ed to * hange 
fundamental!* the <ompnsilion ol (he gram pn«dnt* whnh ihe\ t^nvumed 
In the ba*e vear the famdie* Mmnnj in ih* whole «»t the l ssR mwred more 
than half of (heir requirement* tor gram p'odnt* other than groat*» in the 
form of flour almost two third* id thi* w»» wheat flour ftn o* it of 

good and medium grades U htte bread iompn«d m«*rr than on* third of the 
total purchased bread A* ran h* observed fr«»m the f r>»do<(* for w!»u h j*r s 
were quoted bv thr Moscow cUU*U«al o^.ir and tfom oth*r < video* r the 
Moscow population consumed primarily white wh*at flour white wlvat bread, 
and whole rvr bread Bv establishing di*pioportionatrlv high pruo on flour 
relative to bread and bv ■ barging di*pro|iortr*»n4lels high price* for even 
reasonably white flour and bread consumption in sun reding vear* wa« lim 
tied almost exrlu*ivrK to whole rvr hr* ad, wholr wheal bread, grav wheat 
bread, and grav wheat flour 

® If WMfrttU haw been nsW 10 ^ pefrem if trr*»«rs <s rVffeiftf *hv*r* wtr+ MiolftTwl 
bwdk is tW renpecio* o«»«u«tcl es wh^rr h»! b+m ia ih# w<trr rr 

* l"He soar re* *x* i*« imm<er< e* tor TW t'e>» 2" 1928 pt>« m *t* iw*m«v (t«w 

NmlUy Simoiirit Mort'ir Wi'iow I M'Wrt* I »m»m N»vo 

28 The !W in') pr ro are mam 1 * ft a If >siU* f*f*o ffoi/# M V (Up* labor 
Bur Utar Sui t. !W**»Wr l<m TUX. 12*r» **», *tU VUt 1*8) 1. 17*2 *V #n<l Ur «* 
pablwberl aiirrifl Data ns 10tit pnrr* «rr from f f amouwii j*I of Tr«d* Or4n No 
Sil) fttwr** paper* f m Der IA, HH7JI ta<f (row iH« ^fernmrai srdrr *>( Apr 10. I9A8 
(Mow** paper* far Apr 10. IM8) 
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It seemed unreasonable la hue the prior ami coal indrirt on tbe propor¬ 
tion# o! bread and flour of the pre plan era* But the writer possibly went too 
far in trying not to show the ri#c in living cost* during the Plan era a# unneces- 
wrily high, when the higher grade* of wheat bread and flour which were 
diacnminated again*! by the price system during the Plan era were almost 
entirely disregarded in the indexes, although consumer* had dearly shown 
ibrtr preferenre (or these produrn at price relationship* which prevailed 
before the Plan era and were in line with production cost*. 

The weight* for gram product* uwd in official living-cost indexes and 
those used here are shown below fin percentage* of total expenditures ac¬ 
counted for) 


1***1 

Oftri*l 

i»4on 

H«» *mwI 

Rtr flour 

2 1 

None 

Kvr bread 

1 5* 

3.6* 

Wheal flour 

ft V 

l 0* 

Wheat bread 

ft 1 

11 6* 

fluriwheat grog'* 

1 > 

1.5 

Millet jproai* 

o r 

0.8 

1*1*1 

lfl r . 

18 5 


* VI will M H« f * r * »*#.{ 

* I wfe U '(u 

* M* »i{* jw* 1 u **vf * urn 

4 *!<*' ON) 

* I rr»«w ft- or >* H > |*f ir br**\\ fcni t*» «rbe*T 

pftr* 


The drastic *.hift in the weight* from the official one* to ihoAe accepted 
here pressed down the increase m loing cost* during the Plan era quite sub’ 
fttaniialh The m* rra«*r*» m cvjwndilur* * on grain product* would have turned 
out run lower hi we%er if whole wheat hr*ad were considered in them* 

Oihrr food fu^i^rn s. tar as lomcrn* poto/ocj and icgeJu&fej. the 
index »» bawd on thr prices nl pniatoe* <»nh s mcr potatoes were excep- 
llonallt *hrjp in Mow** in W26 27 the mdri of the price** of potatoes and 
urgrlahles i weight \ C» percent of the total in the index f was made to use loo 
strong!* 

The index of rweaf prices i« based on the price* of lwref It is difficult to 
ascertain h«*w this pnwrdure aflccted the indexes w» far a* the composition by 
lvjw* of rural* ion*umrd i* conierncd But the *c%er#l fold increase in the 
output ami sale** of sausage during the Plan era leave* no doubt that sausage 
wa*» lorced on r»*nMimer* and the disregard of thi* shift lessened the rise in 
the ptwe index 

The index of and iwrrfi i* ha*cd on the price of lump sugar. Like 

sausage *weei» were furred on consumer*, who were compelled to bur sweet# 
)wc«ti*e Migsr *4* not obtainable Hence here i* another ca*r of understating 
the rise of lining co*l* 

Clnthiftft and *Aoei The expenditure* on clothing are based here on the 
price of one item nnU. namelv calico Hits i* ihr cheapest and most widely 
used cotton cloth tn the l S^R In the official index, in which cotton good# 
account rtf for almost half of the total expense* on chit h in g. calico wa* used a# 
representative of all cotton good* During the Plan era. calico has been sub* 
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ject to the lowest turnover tax among cotton good*. The price of mercer bed 
Mittn, 2.5-foJd that of calico, in force in 1948L* ai*o indicate* a greater price 
tncreate in better cotton good* than in thr price of calico, 

Alston the whole balance of expenditure* on clothing in the official living* 
coal indexes went to purchase* of woolen good* The average price* paid by 
the fanulie* aurvevcd for the*r good* in 1926 27 {4 72 ruble* per melrr for 
cloth in the boh and 11.50 ruble* per meter of cloth in ready made good *!, 9 
and other evidence, indicate that a large part of the purchase* were made up 
of pure, although coarse, woolen good* T % ool had become very scarce during 
the Plan era fhr*t absolutely, later relatively to the demands and all good* 
including <lothe* from ail wool were held at prohibitive price*. All woolen 
cloth called “Boston” « 4 i retailed at 450 ruble* in 1948, it ro*l onl> 9 06 
9 50 ruble* in 1927 and 1928 * f \rn mixed woolen good* apparently increased 
in price not lr*a than, or even more than, calun A haute of <oar*c wool mtxrd 
with cotton cs>*t 108 ruble* m 1948, the same doth but all ww4, c***l about 
5 50 ruble* m 1927 and 1928* 

It I* reasonably irrtatn that the basing of the price indexes for clothing 
on the price* of calico made the n*c in the co*t of clothing appear let* than 
it really was 

In making up the tndrie* of shoe price* ordinary *h<*** felt k«tnt« < u*rd 
rather extrnMvelv m the f **sR , and rubber *h<»e* were ">n*idrrrd The shoe 
pners of 1916 were used tor 193? The proe* of 1910 w^re part)* estimated 
The price of thr <heape*t sort *d bla< k leather *h<*r* wa« u*ed **!»< r the 
price margin* between better and jwMrrr «b**e* had apparent!* Iht* omr 
greater. the rise in price* of shoe* «o m<wb*rateU underestimated 

Tobano It wa* dei ided to lwa«e the mdexe* of exp* nditure* on Inbatrn 
on the prwr of the cheajwst gra le of * jRarriir* i 2 ruble* for 20 unit* after 
April 10 , 1948 >, although the prur margin twiwrrn the poore*t and average 
grade* wai raised greatlv a* compared with preplan un 1**48 it wa* 2 1 
fold i For this purpose the pr «r of Mgair'ir* *144 estimated pmUablv 
high, at 10 kop*k* for 20 unit* in 1926 2 ’ and 1928 and probably i«»o low, 
at 1 ruble for 29 unit* in I9i** and 19h> fhr 1 *wr*i prur reported from 
\fn*cow by the usual channel* wa* 2 ruf b* for 2 '> unit* in tath vear*( 

1 Atai^ahle u» *hs *• Qtrm '*1 ! r t*>2 pt. »* i « fi*** V*» 

* art anrf f tnpmutt i t O 

T Th«w *rrr th* risr*** mu 1 * * * 5 pr 's« * *V> <• * prr t i?*t* in M ***» »i iH# m4 
of 1928 htt rvJbie* jwt metsf k Jf*ps t*r a 1 * * " Irsjw i f*i 70 s t» 1 * 0 «rd 

wool I It R#*‘«r i purr « « f r !r***#» I l * rn» t f r«» ?«jm m * jo fen*} 1 il «• * 1 ) 

5 IH ^rnp* (<*rv * ! w * l 4 *w If » v *«< 1 1 c» ft* tun * t * *n4 W '*•«« 

C»9Mi»l iKemhef I'VZR p VI Ths m i-rwriisd i * St *nt *1 «• « t { th * ktft 1 <J« »l*»l 

m tike MOM'’** 

* T sjtvool Rtitrtnr* of Pnt*t r6tr*l h ^ P ef 4/ flgowo*. IOI, 

p 6'1 The pr»* +* ^f urn i*r i rsther »K«a t >p <;ui On mrt f 

^ Ibid, p The «h /ieui* prt*rrs rtaiol iff th* o ar-e *ttr atffftled le thr mad 

lwd 

> IfjiwroiN ti of I Bismol Tr* U Re6rs^r# R*ii f fttim! /*n o and tt+i* 

.Ifa/OiAt on Mrtfridi C&ndt im lf«m o« (%!•**>*» l^iV \ pp M <¥> 

•* tor stamp!*. Jhs mios *hns^ ih^uaS hr »n < *1 t » rah’** *r 12 S H psfrnu wrr 
a 19% ihift hlach ihs* ihs pt m *+ rtf *h»rh wrtr xtvtA hsr* I oKer hi*»R lhs« *pf* r*««| 
»d«r«4 • l«a«n or, n wire bssir, ike laaih rt »•* n^rmakV **> pmkt ihal it had Vo he hlaekewtd 
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Cigarette tobacco w»» neglected. Although thu omi**ion, too, depressed the 
ri«e of the price index**. The postwar price of mskhorka (a eery mediocre 
type of “tobacco") had to be eatimated. It turned out slightly higher than 
the price Assumed in the computation. 

Sttvitt $.-"The indexes for transportation costs were calculated from 
railway rates, although part ol the cost, of course, was that of local transporta¬ 
tion by streetcar and bus. Except for transportation, house rent, and com* 
munal service* (electricity and water f, the increase in the cost of service* was 
assumed to have been proportional to the rise in wages. 

Tkr roro/i,— The result* of the computations are summarized in Appendix 
Tables III and IV'. The Moscow prices of goods in co-operative and state 
trade, weighted by the purchase* of workers' families, appear to have risen al¬ 
most % fold from 1926 27 and 1928 to 1937. With the cost of service* having 
gone up lest than half as much, total living com* increased 8. Mold trom 1926- 
27 to 1937 and about 7.9 fold from 1928 to 1937. The weighted prices of con¬ 
sumers' good* rote a further 35 percent from 1937 to 1940, with an almost 
proportional use in living mats In 1948 prices of consumers’ goods and living 
eo*|s nere more than double those in 1940 As compared with 1926-27, a 
26 fold increase was recorded by the prices of consumers’ goods in 1948. 

The i(h teases in the omitted social expense* would prohablv base to be 
counted at the rate of increase of wage indexes; and henre to include them 
would base reduced the increase in living ro*U to the extent that the rise in 
wage* did not keep pare with these 

The hulk of the ah obclir beverage* consumed b) the *urve\cd families 
t^orr the Plan era consisted of vodka. which went up in price more than 
r»0 fold from 1926 27 to 1948 The in* lu*i«n of this item would raise the trend 
of prices and costs mm h more than the inclusion of social expenses would 
lower them 

The indexes of the prices nf potato* and vegetable* seem to be the only 
one* which cannot l*- considered representative. If for 1926 27 the same 
price of poutnc* were u»rd a* for 1928, the indexes of all considered goods’ 
pra rs would U lower bv atw»ui 13 point* in 1937. 18 point* in 1940, and 45 
point* in 1918 and thr total living lost* 11. 16 and 41 points lower respec¬ 
tive!* On the other hand, a great number of factors forced the increase in 
the indrtr* down much more than this Having of the indexes on the grades of 
bread ami flour of the pre Plan tears alone would have sufficed to offset the 
unrepresentative nature of the indexes tor potatoes and vegetable*. In addi¬ 
tion was the fact that the compulsory substitution of the more expensive sau¬ 
sage, sweet*, and cigarettes for meat, sugar, and tobacco was not considered. 

Th* ostial /ning^gsf indexe« ia hbdgrf r%prn$r\ m Y member W2B .— 
The actual expense* of the surveyed families included several items not con¬ 
sidered in the living cost indexes, namely alcoholic beverage* t 2.4 percent of 
the 1928 budget*, social expenditure* #urh as trade union fee*, etc. *2,6 per¬ 
cent! . help to absent meml*ers of family (1.4 percent f. expenditure* on 
owned enterprise* <1.1 percent i, loan* to others and loans repaid (4.8 per¬ 
cent*, other unknown expense* <3 1 percent*, and unused income il,7 per¬ 
cent i — a total of 17.1 percent out of a grand total of 102.2 percent of income. 
A comparison of the distribution of expenses of the surveyed families in No- 
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mnhef 1028 with the weight* of the official lmng*cml index™ (1925-26) it 
given below (in percent): tw*H**n«»*4 



W*i*ku *1 

«KZi 

►#1 

**Orf*J IWMttlO, 

tilast 

Iieatlm 

t*» ** 

A*pw* 

MMtV« 

AahM**f* 

Food . * 

54,3 

45 I 

52 2 

Clothing and shoe* . 

y\.n 

&l2 

Z t 4 

Household good* 

3 * 

3 1 

3 ft 

Hraling and lighting 

6 7 

5 1 

ft 0 

Tobacco and miuhr* 

1 ft 

1 4 

1.6 

Hygiene , 

1 2 

0 9 

1.0 

Hooting 

5 5 i 

7 l 

ft 2 

Water and electro a? 

\ : t 


Transportation 

i i 

l 1* 

1 ft 

Colt oral 

3 l) 

2 2 

2 5 

Total 

1UM 

He S 

100 

Wwl Plprinr* 

Other* 


2 4 

2 ft 
in 7 



Grand total 1*C 2 

* I' spent** take* r*« »>( <* <>&« «j <» inr* *qu.»\ lUt r 

* iMiflUl* 


The %hifu in rompo«a»on of c*>n*umpt»on hr mu<>t item* from 192% 2f> In 
November 1928 wctc *uch that ituirar* ba*rd on thr »«nn|n»«itbon of r nn>utap 
lion in \92fl would *h«»w a *malW n*e in rr<iinft '•rar* than the indric* 
bawd on official weight* But the diflrrrr#* <* »* *ma)l, lertamW )r*« than 20 
point* for 19J7. prnhahiv onlv ahour 10 Thr shift* rn «'imposition 

within the ft*»d item from JVl’lV 27 lo \utfri)i*er 1028 were *omrwhat greater 
than tb#wwr in all raaior consumption itrm* Thr* arc shown Iclow ♦ in percent 


tgn of the rtprftw nn ftwwi ) 



tmm 


\ . ■ *wO* 

Gram pnwiiKl* 

FVur, bread, g? nt» 

M n 

21 0 

pMliite* and tigrish**-* 

1 1 * 

9 2 

^cigar and *»rr'< 

9 “i 

7 9 

Meat and meat \*r »du« u 

24 ft 

J* V 

Dairy product* 

M 1 

12 *» 

l nspeci&ed 

N* *>** 



The arm* unspecified lor 1028 included alimemarv pa*lr» ami pnaaihly 
»ome other item* shown unJer ‘‘gram product*'’ among the weight* »*f the 
aBktsI tfvwgff^t rndeir* If, m the rompuutum at mdrtr* (or 1037, 8 |»r t 

rent n\ tW \«>ia\ fund r tprn*e* is luiuhnol from gram pfodtKt* to other 
food*, Urgeln meat and meat produet*, the mdrt of h**d i«*t* £**•• down about 
50 |wtnh, and, rurmpomlmgl*. the m4r» of the total truing ohIi ibMtt h f > 
point* 

A* a whole, the use of the mull* of the «ur»rt of \mffnlev 1928 a* 
weightytnatcad of the weight* of the official !wng rmt itnirtH wow 14 rtdure 
the 193* index of living c*w!* jerhijw 2T» point* But the >tt *4*6* at feus lor unttg 
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On* 1928 com position rather than that of 1925-26 la very problematical The 
change* in diet from 1925-26 to 1928 Implied an improvement But after 
1928 the compoftittoti of consumption deteriorated again and aoon became 
much wor*r than ti wn in 1925 26 

Checki Htfh oihcr ariirri Only a few companion* with other author* 
can be made Thrnc check* may be undertaken even at this early stage be- 
cause the other price analyse* were apparently bated on Moscow prices in 
government and cooperative store* only 

Prokojumea’ price indexes for a basket oi food consumed by a worker's 
family, with 1928 taken o |ou. ate 8.15 for 191? and 1,382 for 1940 '■ The 
comparable mdexr* here computed namely, those before adjustment, are 1,013 
and 1.320 re*pe*«i*ely On* of ihc reason* why Prokopovicx' 1937 index was 
lower than that of the writer is that Prokopoiit*’ weight for grain products is 
about IJ percent of all expenditure* on food 5 while the indexes of the Bureau 
of l^alior and Gosplan are based on a weight of these expenditure* of over one- 
third of all expenditure* for food, and rten the data fur Notember 1927 and 
November 1928 indicate share* of over 218 and 24 0 percent respectively u 
The 191? food prwe index computed here remain* not inconsiderably above 
that of Prukopovu i esrn after adjustment downward for purchase* from 
private trade in 1928 * 912. a* against Prokopovicx' 8351 made below 

\t4t«rdmg to kravts and Minlae* food prices, weighted bt the ronsump* 
lion of workers* families in \u*end>er J9J8 ro^ 2w 5 prrernt from January 
1916 to Januarv 1948 * The a nab -is made here indicates an increase of 230 
percent from HIT to 1918 Prices in 191? werr practically the same a* on 
Januan 1 1936, and in the whole trar of 1918 thr same a* on January 1.1948. 
1 he rather minor differ rnrr l*-twrcn the two compulation* is partlv due to the 
i«* i that wheairn bread whin h *«wl 1 ?(l rubles j>rr kilogram in 1936 and 1937 
wa* interpreted b\ the writer a* costing 4 40 rubles in 1948, and ?,0O rubles 

bv kmi« and Miniici * 

Julius U »irr stated that the “cost of bring index for foodstuffs and com- 
modiheit ft**** from l*# J n 1938 to a\»> it ) 3h* m ]9|0 according to rough 
estimates fhe index here computed for the same item is 1.20?, le, for 
all prarlu *1 purjw»*e* thr *amc It *>*■* m* amazing that md*odi appear* to 
have jatd attention to this finding of Urler's although it t* of basic ttnpor 
tancr for art* nnab*i* »d thr Soviet rconomv under the lor \car Plans 

Tire data underlying the indrxrs of 1917 Imng com* itrplv that service* 
wrre ei|uisalrnt to 5 2 percent of the exjiendiiures tonsidrred in the index 
Margolin » data pertaining to about 1935 indicate about II percent for the 
*harr of expenditure* on smvkc* in the total budget of workers and em> 
plovers * i*t*«mpoie1 in 191* hi* (igurr would lw* about 9 But Margolin"* 

J Prn4* p* **ti ttauWi 1 .Jim) i*ck* U UAirr rfV* rit p W» 
i >/U p V»1 

• I > tj»f» M *,> 4 U pa It 18 Thr •«!*« f*er<rmU(trm rnrfr hifhrr brtsu#* m*1 a// 

|!l « prf r! ^ u *>*1* f »% 4rt \ W* 1*1 »9l« * a r»* r t 2 1 Hr-rr *rr lhe? »U Stiff*- lk«*a» 

r« «r^hl« »• **w Ul> If# ***** »hr j . 1 f* * sad *«r*«*w, 

•net ih nhwnwir *n»*t 1***9* ft™*** ^ 

t | R tU*t* »•<* M fine* * I W Prwe* t* ihe l mnrn tm~«T ****** 

mi Anwswiri as 4 Mo 199 B \\\ll P ^ 

*? Witry **TW hitsatl *1 9>Mfi Raw* * Kmr%*3 ft *wwerih thwakr lyso, 

kill. M j a 

i» Margwha. Betm** *1 Hm** t ******* md E*p**i*i***t *t *** Pipmimt*** pp ?, 
iUhtt 
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data repreami actual cool* rather than indexes. The principal reason why 
Margolin** data involved a larger share of nervtce* i* that the indexr* are baaed 
on unchanged amounts of purchased commodities , while actually the pur* 
chase $ declined substantially. The fact that not all aervtce* were considered 
in the official indexes is anoihrr factor. There wa# furthermore a considerable 
mcrea«r tn the use of central heating* electricity, and similar armcn* but the 
""living *pace w per jemm declined substantlally All thin contidered, there i» 
hardly a great deal of di#crep*m*> left between Margolin's data and the evil' 
mate* of the cost* of nervier* in iMiT a* made here 

LIVING COSTS Or WORKHl> AT MOSCOW WH(.HTM) PHIt'KS 

In 1926 27 and 1928 a substantial proportion of the ircpiirrmenu was 
covered bv purchases from private trade at pner* considerably higher than in 
government and ro-operative *u>rr* In 1017* on the other Hand, the puce* m 
kolkhoz markets—the on Is important form of private trade remaining are 
unlikely to batr been mra*urabl% above the prices in government and coop 
eralive trade One cannot 1>r p>otio about prices m kidkhoj market* m 
in view of the absence of adequate evidence it i* assumed that in thu 
sear, too, therr wav no Urge discrepanrv between the purrs in the various 
market* There is howevrr. no doubt mhaio»r%er that in 194ft prices m 
kolkhoz market* were much higher than m stair and cooperative itade * 
While specifir data were given for one dav nnh ‘January 1, 191ft , the phr 
nomenon wa* reported to h*vr started m 1*1 Vt and continued in 19$ft In the 
first half of JuN the government sold n«» industrial gt««f» \ oilier than pm*e**ed 
foods K and state and tn operative stores were rmptv in othc t time* as well On 
this consideration, an adjustment for the higher price* in private market* in 
1926 27 and 1928 i* made onlv f>»r the vear* )VT7 and 1948 The procedure 
utlined I* pointed out in h»olnote a to Appendix Table HI 

The adjustment lor pun base* from the private trade »n 1926 27 and 1928 
reduce* thr increase m pner* of consumers' good* from 192f> 27 i«» 1 ** 17 to 
8 1 fold and of imng costs to 7 > fold the 192t> JT base ( orrrspondmglv the 
increase m «on*umer*' g*»*wj* pr*r* from ! ej ?*> 2"* to 1**18 down to 
24-fold and in living costs to around 22 fold The n*e from 1917 to 191ft, «n 
the other hand, i* enlarged proportionate!* b> thr adjusiiirnt 


LUING (fhT^i O* WORK \ AT W MOUTH) I *H!< fs |\ \ ssr 

All analyses of Sourt retail prices thus far published have l»een limited 
to Moscow prices S> were those of the present writer A shortcoming i* in 
volved m such a procedure, owing to a considerable regional differentiation 
which existed in prr Plan tune ithe pners and living t o*U in the capital*, 
Moncow and 1 emngrad, were romiderablv above the average for the country 
a* a whole) but almost disappeared during the Plan era Tressurr of time 
makes possible only a crude adjustment for thu factor 

On January 1, 1928, the cost of thr 10 M rommodiiwV considered m the 

n gmli/r Utkf Review %!*▼ ItMO pp 12*1 7t ffgt vrtm tit# comb priori mrm 
tintfvi m (he report wuh * pfw* ofwn >* k»4kh«x nirt'ii «I tew ikm SO por«*i li »m 
■ on Ubaa 50 percent hr meal, more lhaa tOO percent for nffixkiw, almost ISO fammi 
fat milk, aad ew 1.000 p#n«*i M pouioe* 
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Uviim-OMtl index of workers wu is follows in the USSR «i a wfaok and in 
Moscow (in rubles per adult per month): 


IlMRt 

USSR 

Msmmjo 

UftSK l^nwii) 

Farm product* 

11 11 

14.91 

34.2 

Industrial goods 

6 82 

7 16 

4.9 

Others 

2 66 

3 03 

13.9 

Total .. , 

. 20 59 

25 10 

21.9 

DaU Iron Sratoncv •/ 

Laker, 1928, No 

1, p 6 



The Bureau of Labor of ihr Central Statistical Board, which was respon¬ 
sible for the indexes, stated that the quality of the goods considered in them 
for the different areas was not always the same, there were also regional dif¬ 
ference* in rompo* it wui of ton sumption It recommended therefore M a certain 
caution" in using the data jr 

The big difference between living costs at Moscow and USSR prices waa 
obviously in the root uf food A large part of it was certainly genuine. Such 
bulky and or perishable good* as potatoes, vegetables, and milk are naturally 
more expensive ir» Mow on than in the provinces The average prices of meat, 
grain products, indeed of almost everything, also were higher there, tea, 
sugar, and salt mar have been the only ext rptions Bui inspection of in¬ 
dividual prices shows also certain qualitative differences, the Moscow goods 
having been superior in quality 

The rrlaiitelv small rice** in cost of industrial goods in Moscow (see 
tabulation above! is hhclr to have been fullv or almost fullv caused by the 
superior quality of goods consumed in Moscow The balance of expenditures 
a* *hown in the tabulation consisted niamlv of bouse rent, and rent may have 
h^en actually highr? m Mown* than in the l n^R as a whole n The balance 
furthermore imlmbd fuel, and this too was more expensive in Moscow 

It seems justified on ihr basis of this material to assume that in the pre- 
Han era living cost* of workers in Moscow were close :o 15 percent higher 
than in the l ssR a* a whole 

The question i* onlv how much of this price differential wra* wiped out 
during the Han era In H48, the prices of industrial goods were the same m 
all urban area* “ No evidcmr u at hand on house rent, hut it seem* probable 
that all area* gradually moved up to thr permitted maximum of 44 kopeks per 
square meter iwith the permitted additions for higher wagesI. Fuel re¬ 
mained more rvpcnsivr in Moscow 

Tile main issue in the lug rhangr with reference to the regional differen¬ 
tial* m living cost* w»# m handling of the retail prices of food hr the govern¬ 
ment during the Han era Uhilr food ro*t* in thr Moscow worker's budget 
exceeded the average for thr Union Ivr almost 35 percent tn 1927. the 1948 
focnl pr»« c* reveal onlv a small differentiation The Order of the Ministry of 

J^tbnr 192'", N<x 'l 10 p 21 

Vi The U« < < Jans 4 19> pcrmiued * ttngr from > knpek# prt *qu*rr meter m mall 
U««i a* 44 m r*|>o*U t( e f oJ L*«> No 44> \ li* dated Mit 14. 1981 

far ihr R5ITSR pmmiifd a rt®*r bom 35 ro 44 kopek# per nwsre y( ailfUwn rf /«m, 1938, 
No 5i> A rwfsi w*iioe m«u» a range b^m 9> \* 44 kopek# (\ D MwUkw rr af., 
fiJMBvong lb **d ( e«*«w»*ua/ /*<**<*«o Mowew, |94g p 114) 

f# Order at ike Minuter of Trsdr No 550 of IV« U, 1947, in Moscow papers ol Ifac 16* 
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Trade No. 550 of December 1047 established equal price* for a number of 
secondary foods such a» liquor and lea In general three cone# are di»* 
anguished, and the city of Moscow together with Moscow oblast it tlwia in 
Zone Z Zone 1 with the lowest price* is large, while Zone 3 with the high**! 
prices {except for 6*h i is small Inlrmmal margin* are mostly equal to alwuii 
10 percent 4s a result, (he piM*n in the big Zone 2 are only moderately altovr 
the average for the P.ShR, namely X 4 percent The total Its mg coat* to Mo* 
cow are likely to have nrreded those in thr l >SK in 1*M8 by no morr than 
perhaps 2 3 percent It seem* reasonable to raise the 1*H8 adjusted mdm 
of hying cost* as computed on the basis of Moscow prices by ID percent for the 
almost full elimination of the regional differential to make u applicable to 
the whole of the t'.VvR 

The writrr is indebted to Mrs Janet i. Chapman of the Russian Institute 
at Columbia l nivrmty for evidence which shows that tn IM36, ton, there was 
practically no difference between (he Moscow and l S^R price* of all good* 
comprised in the workers’ budget* This justifies using the same JO prrernt 
for all Plan years here considered in this strictly preliminary computation 
The adjustrd price indexes for food of POT and I'Hd and the unadjustrd 
1*M0 (om! prar mdry are raised 1 i percent to make them applicable to 
the workers' budgrts of the l *vsR as a whob* while the mdegr* for cost of 
service* are raised 2 penent U ith these final adjustments the index™ of 
food prues and living iosis fur all l S^R urban workers are roughly as fol 
low* 



r- i 

r «•; 

iwb r 

bin 

pv> 

1*0* 

HU i 

JOJ 4 

tor 

l m 

*24 

lUIn 

\ e > 

t 7 it 


3 JIM 

2 r \ ‘8 


The changes in prues and bung tort* between lVJf* 2" and 1**28 * an U 
checked with official i omputation* whnh not <»nlv are ample fur that period 
but are fully reliable \Mordmg (<» rhr r(imputation* here made the prn*s 
of consumers good* remained almost unrhangrd user that period while the 
living costs rose l 4 penent The uuiei of retail priie* of the ( entral Satis 
tual Board rose by 2 S peri#nt in thr same period * whdr the index of retail 
price* of the Insulate for Business Krseanh attar hed t*» thr ( orr>nu**artal 
of Finance ami directed bv N 4 kondrattei » der lined I 1 prrr*m ' Thr 
living cost index for urban workers of the Buuati of ljd*»r ( entral **uii*li«al 
Board, remained praruralU unchanged from l'JJfr 27 to I'hEH i im fra«e id 
0 2 percent t 

It is easy to observe that except for l f JkO the ad lustment of the hung ro*l 
indexes for the Plan years for the regional differential* roughly brings one 
bark In the indexes of living ro*t* lomputed for workers on the basis of Mo* 
row price* in state and cooperative trade But the index™ id bw>d prices |«*r 

11 mi pn<>« fWl fc-rr ! JlOOO I \ JwN t *ft'l l*r| tWf I t*f iwv J* 

umI Jmmo I. *pr*l l Jab l tVndver i I92H **H I I 1 *?* hr !**2* «oth ibr hr** 

*o4 ta«« wall b*l! woibt Prior* ccorpt hr J*«««» 1 1W trow Viwrictowf Mmm4 

book im*. t<m p 

t« f,renomu ftmow (pmbhokod be £>««*aiK Lih Jaw 1*979 j» IfcS 

n Ibtd 
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1037 and 1940 tie rihed more by the regional adjustment than they are 
reduced by the other adjustment; the boost U obviously greatest (or the 1940 
indexes e( lood prices which are not adjusted for the private-trade factor. 

LIVING COSTS OF EMPLOYEES 

The data for the living costs of employees seem applicable to employees 
on the basis of the official survey*. The differences in composition of costa 
shown by the surveys are indeed so small that they may have been accidental. 
The accompanying table compares the composition of living costs of surveyed 
employees* and workers* families tn November 1927. The average income 

USSR Goiirosmo'i or Bt ocrTsar EtruiorTrats or Employees’ and 
W oaauu’ Families, 1927 
* rwr*i) 


III* 

1 Ht 4 wT«f«* 

V «*#*•» 

Food 

ia r 

44 2 

i Nothing and vhoe* 

17 ft 

22 4 

1 iijw»r 

0 3 

2 8 

Tobacco and matches 

1 ft 

1 4 

IIouwp lurnithini* 

I * 

3 t 

Ihpriw, hrahh 

2 2 

0.7 

< oh or a! 

4 2 

1 8 

Niw ta) 

3 i) 

2 2 

Houw font 

H ft 

ft ft 

1 i^himr snd hrt’iujr 

- r » 

6 3 

Help to alwNrnt famil* member* 

1 0 

I 2 
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and rx|*rnditim sn «mh about 3 percent higher per adult person for em¬ 
ployee* families than for worker«' families Limitary to expectations the 
share id fi*>d in total rxjn tulitur* * of th* employee* turned out even larger 
than in the budget* of worker* Most of the difference wo made up hi more 
rating outside h% employer* 1 mplovers* tamilir* *|irnt 23 3 percent of their 
budgei on house rent lighting and healing materials, and cultural and social 
nerd*, while workrv*' Umdu * sjieiit 16 'I j*er<eni and those were expenses 
with relatively Moall cost n*e* during the Plan rra. Employees also benefited 
from the smaller use «d liquor, which rose in prnr more than anything else. 
The total increase of trying co*ts of the employee* during the Plan era was 
likely to have l*ren per hap* 5 percent smaller than that of workers. The in¬ 
comes of all employees amounted probably to no more than 40 percent of those 
of all wage earner* 3 * Hence worker *’ In mg cost indexes are unlikely to need 
a downward adjustment of more than 2 percent to make them applicable to all 
wage earners 

9* tn 1*17 etnpkowes mtd* vp 12 & |wtrmi »l nil wage nrern in ndwtr? and 
r*»arwiio« S#f .W Han |»y 23$ is 
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IM «tod van hr Cnfntr Cimmbm, m 4 Abnn IWiws aad H«m Hvrwai, Ir, im additi o n 
to Abram Bfrgwi't mupukUaknd Apfwodiv (»i mi r«pM, obtiiMb)* Ipwi ika sttbor), 
P* IS-l* 

* Figure* tot 1937 and 1940 Iron N A Vomnnnufc it Fcr £to**mr of th « tSSrt 4ria| 

iA# P 9 irt 0 tu F» (Mooow, 1948), p It 7i«an lor 1948 (roa A C Z*«m, ~5ta*« Bodf* 
*4 ik* 9k Ynar «( Fwn«»r Stalin Five V«ir Plan Period/' Ptamnod Lc+no*tr (Mawv), 
1919, No 8, 9 41 T»« bind* >4 eiptul arauaeai* of the «uu orgisaaiwiM art di«tto~ 

g«t«Ui ( c«anilki«d m 4 <j«mi?iJli«d, tk 8m bfin| included «a Ike central plat wad tka 
mewa d •«( being m included leer 1&AR CMpUa, (filial Ofew »| Ktlioul Ecmak Aj> 
cwmliti, fhttuuMDtf /UmHhx iA #u 5#e«aJ £r«m«Mir SraJtMtrj, 2d *d , Mow**. 1948* p 572), 
Walk ike Soviet habit of rwofauog ike Vue, ike pit rat* "capful taemoMat*” almoai a! wap# 
mmm* mU capital iawviwnti el Male engaAlMlnmi Thai phru#* m need hp hath VomeMaihii 
tad 7mw Y<*ra«#revA» actual!? **»d ihai 1940 capita! unviawiu amounted to "dram" 
44 blUmo ruble*. k«t iwth luftn at ikr dticrrne* between id hilliat end "ilaoiT' 4) kilim* 
da not aaaifn U e#limaie* Ui ih» 

* The Apace M 193? an e* it mated. to 1938, the tocrca*# amwetid la 6 3 bjHiM raklat 
(goal. 8 9 fetUwa robl*e. underfill A Umrui. 2 ft bdlmn rub!**, nee 1938 and 1919 budgetary 
ftfttvfU la K it 7*rtea, Si*tr ftadgcfr of lAe I S kft JVM 4i, Moatta. 1911*, pp 19, SI) 
7mr»'i budget report Im IVW tmpived AO | hiilKte rub'e* «• tbr cooed virublf capital of 
act* arCMMMMao* at ike hri^atag of 1040 f *cr if *d . p gFJ t Areur<iui| to bat 1941 
rep*ft, Ike mom item amount* J t« ? btHwo ruble* at the rod 1940 (ibid., p Ifll) 
Hence (be t«i«l tamnt during the year *** ««lf 4 9 btlitoo rob lea The Afore for 1918 
wu* implied to 7»«r»'» budget lejwrrt for 1949 i Miarw* pap*rt lor Mar 11, 1949) 

* I aptui InmtBHoii * i tkr k IkhcMr# during ike 2d Plan Period art* rH* mated at 13 4 
Mi*** robiea (1 NSR itvplsn. T4f 7 brf fiw )w fl*% l«t ikt Oereiepaneac of the 
%atnu»aai Fe ’•**•** e* fie f V*A f /vi) i { td Pi«a]. Draft. If ***«•«. 1949. p 22S) State 
191"* wwv a »et * U^ihW trtr for (be bed* Vrv, 4 i Ih.Ik« ruble* were need «• if a nhcrt IU 
tkat i«Ul The hgarea far 1940 and 1918 »jf estimate# 

4 4* emphatiwd e the table. (be fegur* ate v»i,i foeaeea TV* are aoppwaed to IMal «p 
lb# lominmii J»r« ft» areumalatit d» «f aarp'oeno cf budget tr* (noirorv met ciprudriorm 
abtib #m»u*i*d t* 1 4 fcdliMB ruble* m 19)?. t 1 ruble# ft 1940. and 14 9 billion 

i«h l ra *n 1*48 <K N f'l HOib t rt» Aadgrr rt /A# 5r*w.«itf Score, Mom< «, 1948. vartou* 
page* *#4 Fmn * bant get report*) . tri ' 2» port of ore r«*ue<t for i nu^iwa Oolt 

M 1 *<r* u on ikohJ be o capered te>»*4»c»i! a* c rteated to fiapae to ripuvoa of 
liernmey o real irrnca Add.U-oai o oev oeeded bv tbe Mate rvrfaoiMlioo* to lira of aft 
law* oo’v < 8art* ibe 1 n» *• the «»nab«e capital a v re«d* oeoed bv them If oe*r wveatoMmt 
N tnaa^e.) ii« fr> to the budget at» aj pt^pr tan c* k rv’m * 1 that port • t tkrac appro pno- 
lxn« which are d.ree*"* ramitlej hr lamtiwa! th** i«w ah'aid bane been mrfoded under 
"all ‘«tb*t» 

Hfiv'.a! w ottea <f» ted 1 * llrtfie* to h.i aapuHivh^l Append l i pp 19 H) fodtcoie 
ikai total variable rop.ial »d ibe »t«u euterpnam * *orei »&4 bm*«)l tnrrtnaed from 71 
14V 86 btlitM « nsb.-ea, l v r> b. * *t roblea <? 22 ‘ percent. .'»?.eg 191’ Then owned iirtabk 
capital mi l have *o« rra*e E v*,* bv \ b »* * tube* here i are (he taioe) and iba 

noti»v1 talxatr i hln m tun to the *aivai tr vap tal fr. m a. tker aoiirce* Snta bdlkm 
ruble* <r>r the ite«o “#I, fiber*’ hen- ma* m* i be art mereanmaie t-> the rtvrui of. 

mv 2 tuhi a ruble*. 

large *' rip l«og in l94fi bat been rUtmed and oriUta)* »« efleried Arcnrdukf I* 
\ «rar*cR»*i* i p r / , f 1*11. m«kI* i»rtr*e j bt 1 (i b.Dxn ruble* during IWrt and (be 
Am half e< )9»l The figure *r**»* *m.*Si with (be general price level a* it a a* tn 1940, 
but m wa* reai.it arge b« auae of the new Mocbpile* cmaiated ran maimta.lt. «tpt> 

fta’<» i-f |i*tit pr>-rd wn »«* Mo*b » nn n>u ba»e beru pmtel i» 1940, but «tib ike 
Urge progreaa tf t»Aat*«*« a *ab*tantia? part nf the new utnae. of r*r® all ef it. did put 
reprevent new muMtamt mm if u«e.f I*r firiiwr*! jnrj-pve** 

In 1918 the balance be t we e n the total budget an e«p*nditure« raruiHtnf Ur the na- 
t#*nal »r»'iw«» and iUmnt porivona d It the u«* of nbttb *u apeoAed lot Mate capilil 
HvteMu»e«!« and own**! variable capita* uf viale entrrpriHru, er for the maintenance of ibt 
MTS uithiiui ipoftaiM*. wna njutialent to the htgb figure of over 70 bUlea* ruble* Coo- 
trarr to opmivcv** of other analrMa. (be *ub*id»e* were lifcelr to have keen m huge m that 
pear tkat ike? mar bate wallowed up the 70 bill mu ruble# m (nil Hence ib# item waa not 
accepted here a* aource of new mveatment 

TV eicem of budgeiar* income* «m npeuditurea accumulated during 1918 m 
etfutoalent to 14 9 billion ruble* TV mmi of nrwir created muon put bn circulation In 
1948 ilo mum have Veo *«rr targe altar tkt conmr n w ejected In Decumber 1947. 
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